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THE NATIONAL POINT OF VIEW IN: ECONOMICS 
ANNUAL ADDRESS OF THE PRESIDEN 


Tuomas N. Carver 


Harvard University 


A convenient text is found in one of the most profound | 
least appreciated passages in The Wealth of Nations. Apropos 
of systems of land tenure the passage reads: “When land, lil 
movables, is considered as the means only of subsistence and en 


joyme nt, the natural law of succession divides it, hike them, among 
all the children of the family: of all of whom the subsistence and 
enjoyment may be supposed to be equally dear to the father. 


But when land was considered as the means, not of subsistence: 


merely, but of power and protection, it was thought better that it 
should descend undivided to one.” 

Here was a clear recognition of one of the most important pri 
ciples of national policy. When a nation is thinking primarily of 
its own growth, prosperity, and power, of its ability to meet the 
conditions of life as a nation, its institutions and its policies may 
he very different from what they would be if it were thinking 
primarily of the consumers’ satisfactions or of the enjoyment 


which it might afford to its individual citizens. It may be added 
. 


that when its individual citizens themselves are thinking primarily 
of the prosperity, power, and greatness of the nation they will 
frame institutions and carry out policies very different from those 
which they will frame and carry out if they are thinking primarily 
of their own satisfaction as consumers, or of their own subsistenc 
or enjoyment. Moreover, if economists, however completely they 
may be divorced from sentiment, are thinking in terms primarily 
of national prosperity, power, and greatness, their conclusions on 
many important questions will be very different from what they 
would be if they were thinking primarily of consumers’ satisfa 

tions, of subsistence, or of enjoyment. The economics of consun 

ers’ happiness is one thing; the economics of national powei 


greatness is another thing. 


Adam Smith’s remarks on primogeniture may or may not be a 
case in point. We may or may not agree that primogeniture does 


work better in the process of nation-building and expansion than 


equal subdivision. As was remarked long ago, it was at least a 


1 Book III, Chap. II. 
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be considered as depriving the other sons of their rights if the 
sword went intact to one, instead of being divided up. ‘That 
would be so obviously sensible that no one would be likely to cham 
pion the rights of the disinherited sons. But if, instead of a 
weapon or a tool to be used in nation-building, the sword were 
thought of as an object of pleasure, a consumer’s good, the case 
would be different. ‘They who think in terms of consumers’ satis 
factions are uniformly rather strenuous in their insistence upon 
their full share. The same rule which seems so obviously sensibl 
from the other point of view becomes obviously and wickedly un 
fair and stupid from the new point of view. ‘The whole differenc: 
is in the point of view. 

There is another illustration equally clear and to the point, and 
ilso dignified by an eminent and highly respected authority. It 
is found in the story of a certain ruler who entrusted sundry pieces 
of money to his servants, to one five, to another two, and to an 
other one. He who had received one piece of money did not use 


it but hid it away. When the ruler returned he ordered that this 


one piece of money be taken away from the man who had not 
used it, and that it be given to the one who had used his five so 
productively as to gain another five. Now, I venture to say that 
no one Who thinks of pieces of money as sources of subsistence or 
enjoyment ever unde rstood this story or ever will sO long as the 
world stands. But one who thinks of pieces of money as tools to 
be used in nation-building, finds the story so obviously sensible 
as almost to preclude the possibility of discussion. Such a person 
an see no reason for inventing the absurd theory that pieces of 
money did not mean what they obviously did mean, but spiritual 
qualities instead. He would know that it is a waste of good tools 
to have them hidden away, and that in the interest of society or 
of the nation they ought to be taken away from the one who thus 
wastes them and given to the one who shows his capacity to us¢ 
them productively. However, to one who thinks only or primarily 
in terms of consumers’ satisfactions, and to whom pieces of money 
are merely sources of consumers’ satisfaction, it would seem mon 
strously unjust to take away from the poor man the one source 
of satisfaction which he possessed and give it over to the rich man 
who had ten already. The same rule, again, looks very different 
from the two points of view. It is the point of view that makes 
the difference. 

If one were permitted to step outside the field of economics in 


the narrower sense, and make an observation or two in the field 
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logic of the situation forces different views and a different atti 
tude upon him. 

The change in the point of view produces some of its widest 
divergences of opinion on the question of government regulation 
and control. When we think primarily in terms of our own satis 
factions we are rather intolerant of government regulation when 
it affects us directly. We may be very tolerant of, or favorabl 
toward, government regulation of other people; but as for our 
selves, we want none of it. We are all consumers, therefore regu 
lation of consumption is abhorent. The regulation or control of 
some particular line of business is a different matter, especially 
it is not our business. Yet habits of consumption are quite as 
important to the welfare of the nation, considered as a nation, as 
methods of business. It is generally believed that nations hav: 
deteriorated quite as frequently and quite as rapidly becaus 
of their bad habits of consumption as because of the bad methods 
of any or of all classes of business men. When one takes the 
national point of view, that is a consideration of the very greatest 
importance. Those academic distinctions between regulation of 
consumption and regulation of production seem trivial in com 
parison. As a matter of observed fact, the people who think in 
terms of nationality are just as prone to legislate on matters of 
consumption as on matters of business. The government regula 
tion, or prohibition, of the consumption of alcohol, is quite the 
most popular and democratic movement in this country today, 
particularly among those who have been here long enough to ce 
velop a sense of nationality. Again, as a matter of observed fact, 
whenever a nation is, in the vernacular, “up against the real 
thing,” when its very existence as a nation is at stake, and when 
it is forced to think in terms of nationality, it always finds it just 
as necessary that its government should regulate consumpt 
that it should regulate production. 

Another and even more striking example of this divergence of 
opinion is found in our attitude toward control or regulation of 
speech. I make my living by talking, as do a fair percentage of 
the active members of this Association. We are therefore unab! 
most of us, to see any reason why the government should regu 
late our business. We are pretty strong for freedom of speech and 
freedom of the press and all other euphemisms for a laissez-faire 
policy with respect to the business of talking. It also happens, 
curiously enough, that they whose business is talking are the 


strongest advocates of the abandonment of the laissez-faire policy 
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regulates business and industry, you will name also the country 
which most rigorously regulates speech. 

These may be mere coincidences, but they are so numerous as 
to create a presumption that the nation that definitely abandons 
a laissez-faire policy with respect to one branch of human activity 
is not likely to preserve it with respect to all others. Talkers may, 
of course, easily invent reasons for placing the business of talking 
in a different category from other businesses. I could state a 
dozen such reasons myself, and an equal number to the contrary. 
But the practical statesman and man of affairs, whatever he may 
have said in a political campaign, is singularly indifferent to these 
theoretical distinctions when he faces a real situation. 

Please do not understand this as an argument for a laissez-faire 
policy with respect to production, consumption, or speech. It is 
as much against as for such a policy. The important point is 
that whatever policy is pursued with respect to one is likely also 
to be pursued with respect to the others. We are already be- 
ginning to hear about the changed attitude of governments toward 
industry brought about by the war in Europe. Some are specu- 
lating as to the results of this changed attitude after the war is 
over. Let us not close our eyes to the fact that the change in 
the attitude of those governments toward consumption, toward 
speech, and toward everything else which affects the national well 
being is quite as great and quite as striking as the change in their 
attitude toward industry. They have found that vicious habits 
of consumption and hostile expressions of opinion are quite as 
dangerous to the well-being of the nation as bad business methods. 
When we begin to think in terms of nationality we shall all dis 
cover the same thing. 

The statement that one function of government is to protect 
the weak against the strong is another product of the particular 
ist point of view. Since most of us are weak rather than strong, 
we doubtless feel that we should get more individual advantage 
from a government which followed that rule than from one which 
did not. Even those who occupy a middle position between the 
weak and the strong feel that they have more to fear from the 
strong than from the weak; therefore they would be inclined, if 
they sought their own advantage, to cast in their lot with the 
weak. But if we are thinking not primarily how much profit we 
of this generation can get from the government, but how the na 
tion may grow strong and endure, it would seem rather absurd, 
would it not, to protect the weak against the strong? To protect 
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o induce them to use their powers. Aside from such considera 
ions, the weight of the argument is in favor of some form of 
nmunism. 

From the point of view, however, of those who are primarily 
terested in nation-building, the weight of the argument is in 


wor of distributing wealth in proportion to productive power, 


vardless of ability to consume joy fully. In the first place, 
they who have shown the ability to accumulate capital by con 
ning’ less t] n the ir incon are to be considered better guard 
ns of that accumulation than they who have not shown such 
pacity or willingness. If it were turned over to those who have 
n in the habit of consuming all they had, there would be a 


rong probability that they would consume it and not conserve it. 
in the long run, it is pretty certain that the nation which accumu 
ites capital most rapidly is the nation which grows most rapidly 
n property and power. It is a rather noticeable fact that even 
iborers tend to leave those countries wheré capital does not ac 


cumulate and seek those countries where it does accumulate. So 


likewise do scholars, writers, and talkers. 

Again, to invest capital is to direct the productive power of the 
community. They who direct that productive power wisely, that 
IS, they who invest in such a way as to m uke it vi ld a large pro 
duct, are economizing the productive power of the community. On 
the other hand, they who misdirect that power, who invest un 
wisely, who direct productive power in channels where it is not 
needed—in such a way as to produce less than is used up in the 
process—are wasting the productive power of the community. It 
is much better for the nation that the accumulations of capital 
be invested by those who can do it wisely and productively than 
that these accumulations should be invested by wasters, that is, 
by those who invest them where capital is not needed or in ways 
which use up more than is produced. In the long run, it is safe 
to say that the country which manages to put its accumulated 
capital under the control of the wisest investors is the country 
which will grow most rapidly in prosperity and power. To such 
a country even laborers will desire to migrate, and so also will 
scholars, writers, and talkers. In other words, it is better for all 
of us, in the long run, that accumulated capital should be dis 
tributed in proportion to investing ability than that it should be 
distributed in proportion to the power of graceful, elegant, or 
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is called a national consciousness. ‘There was barely enough of 
this to save the day against the indifference of the particularists 
of the North and the opposition of the secessionists of the South. 
The little flame of national sentiment had to be nursed and coaxed 
by the persuasive force and magnetic personality of the greatest 
all popular le aders. 
A distinguished sentimentalist, who can scarcely be dignified by 


e name of moralist, has recently said before a large body of 


laboring men in New York that even in case of a military invasion 
this country the laboring men would have no interest at stake 
ind no motive for supporting a defensive war. Quoting the Com 
mist Manifesto, she exclaimed that the laboring men had “noth 
ing to lose but their chains.” Anyone who believes that believes 
that laboring men are swine, that they have no interest beyond 
full belly and a short working day,—that they have no souls 
| refuse to believe it. 
if one begins the inquiry as to how incomes and dinner-pail 
would be affected by foreign domination, why stop with the labo: 


mo 


men? ‘They certainly have as much to lose as any other class. 
Suppose that we were to submit quietly to foreign occupancy, and 
the taking over of the government at Washington by a foreign 
power, who among us would suffer any diminution of income or of 
consumers’ satisfactions? It is unlikely that our business men 
would suffer as a class. In fact, there is no foreign government 
which is strong enough to attempt a conquest which does not treat 
business men quite as well as our government, which does not pro 
tect life and property and repress mob violence rather more ef 
fectively than our government is in the habit of doing. 

Again, so far as the economic self-interest of those now befor: 
le is concerned, it is difficult to see how you as a class would be 
economically injured if another government sent an army and took 
possession of our capital and ran its machinery. In any country 
which is strong enough to attempt such a thing, scholarship stands 
higher, and scholars are better treated, than in this country. If 
you have no interest beyond your own incomes and consumers’ 
sattsfactions, why should any of you bestir yourselves to repel 
an invasion? And yet, with this argument fully in mind, I venture 
to say that at least ninety-nine out of a hundred, even of your 
class, would bestir themselves and make considerable sacrifices to 
prevent such a thing from happening. The hundredth, if there be 
one, would be about as popular as a copperhead was in the North 
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However, it would probably not be very difficult to convince the 
iverage audience that family affection really has a place in the 
economy of nature. It seems to supply a motive which leads men 
to do what would, without it, be contrary to their individual or 
particular interests, in favor of the interest of the species. The 
future members of our race have a vital interest in what we do, 
but they have no voice to persuade us, or bribe to offer us. They 
have, nevertheless, an advocate with us, to appeal powerfully to 
our wills to persuade us to do what is necessary for their salvation. 
hat persuasive advocate is domesticity. 

It seems to have been pretty well demonstrated that the human 
race succeeds better when it hunts in packs or works in groups 
than when it hunts or works as individuals. In the long run, the 
well-being of the species seems to depend about as definitely upon 
the existence of some large group, variously called state or nation, 
as upon the small group called the family. Without a sentiment 
of nationality it would be about as difficult to preserve the larger 
group as it would be to preserve the smaller group without a senti 
ment of domesticity. They who lack national sentiment find it as 
difficult to frame arguments in favor of sacrificing individual for 
national interests as they who lack family sentiment find it to 
frame arguments in favor of sacrificing individual for family inter 
ests. In neither case do men find themselves wise enough or virtu- 
ous enough to safeguard the future interests of mankind. Lack 
ing these sentiments, they build only as well as they know; possess 
ing them, they build better than they know. 

Even though we possess the family sentiment, few of us are wis¢ 
enough to plan as wisely for our descendants three generations in 
the future as we do for ourselves. None of us is wise enough to 
plan for those who are to live a hundred, or even ten, generations 
hence. The feebleness and shortsightedness of the intellect is here 
supplemented by the generous sentiment of nationality. It is 
through this sentiment that we are led, “as by an invisible hand,” 
to safeguard the interests of that vast majority which never votes 
for the excellent reason that it is not born yet. Without this 
sentiment we should each of us join in the query, What has pos 
terity ever done for me that I should do anything for posterity? 
Self-interest, even when widened so as to include one’s own im 
mediate flesh and blood, will not lead us to safeguard the inter- 
ests of that vast unborn majority. The sentiment of nationality, 


the love of country, pride in its growth and prosperity, the desire 
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forms of government, tribes and nations of men as well. Can 
democracy discipline itself and fit itself to meet this test? If not, 
democracy can no more survive than could any of the other thou 
sand and one organisms that have become extinct through their 
inability to meet the conditions. The world has always been ruled 
by the disciplined nations, and unless there is a complete reversal 
of the process, it will be ruled by them to the end of time. If 
democrats can discipline themselves as well as rulers can disciplin 
their subjects, then democracy may survive; otherwise not. 
There is no motive known to any student which will compel a 
whole democracy to discipline itself, except a powerful national 
sentiment. The individuals must all, with one accord, care and 
care intensely for the same thing. This and this alone will enabk 


rood of the whole. and 


each person to subject his interests to the 

the lesser interest of the present to the larger interest of the 
future. Only they to whom Webster’s words on Union and Liberty 
meant something for which they cared considerably were prepared 
to hazard their lives for that something. Only they who, like 
Milton, see in their minds “a great and puissant nation,” have 
the vision which keeps men from becoming demoralized, from 
throwing off restraint, from becoming undisciplined. Without 
this endurance of restraint—without this self-discipline—the peo 
ple perish. 


hey 


problems lie at 
we economists, 
little mors 
nerally sup 
been a bul 


runs—it has 


ulding and 
irn s] ing 
igle igency. 


ners a socially 

. powerful 
ways land, 
Proceed 
ssociations, 

ind women, 
mes of their 
ung man who 

ws money upon 
pays for it 
typical in our 
y like New 


‘e this young 


ges and smaller 


s man is a type 
s a kind of in- 


nal men and to 


rious than per 


named. It en- 


LAND MIC CONCEPT AND 
\\ blems arising 
nic treatises 
I 
i 
y and at the 
| which they 
Land, privately 
igoregat 
industries 


Landed Property 19 


Landed property affords joy to those who acquire it. What 
satisfaction does the married couple take in the farm or home at 
last all paid for! What pleasure in looking back on the road 
which has been traveled step by step, even if some of the steps 
have involved painful self-sacrifice! The world over the goal 
stimulates and encourages effort in reaching it. Typical is the 
description of the Rumanian peasants in a recent article: “They 
are frugal and sober. ‘The one great dream each cherishes is to 
possess the ground he tills and call it his own.” 

Landed property is bound up inextricably with philanthropic 
endowments of all kinds. Our colleges and universities, our hos 
pitals, our institutions of research have their property largely 
invested in land directly, or indirectly through securities which 
rest upon land as their basis. 

Now I have not intended to make an argument for landed prop 
erty. I have described things as they are. I have given certain 
ispects of landed property only; and present arrangements may 
conceivably all be changed and that to the advantage of society; 
but surely it should not be done without careful, scientific investi 
gation. Money is being spent by the hundreds of thousands to 
destroy landed property by taking away its value, that is to say, 
by taking the meat out of the nut and leaving only the empty shell. 
If the value goes, property in the economic sense disappears and 
our courts rightly hold that to take value destroys property in 
the legal sense also. While this agitation against landed prop- 
erty is going on next to nothing is being spent for investigation. 

Thomas Arnold once said, “A faulty political economy is the 
fruitful parent of crime.” However that may be, a faulty politi 
cal economy is a cause of disaster-spreading, misery-producing 
mistakes in practical affairs, and this is illustrated by the imper 
fection of our methods in dealing with land. 

Economic theory has at previous meetings of this Association 
been presented as in a sad condition with us. We have been 
moved by eloquent lamentations on account of our failure to make 
progress in theory. But I fear we have had a false idea of theory: 
or, if I may use such an expression, we have had an unscientific 
theory of theory. We have been seeking easy explanation and 
simple generalizations where in the nature of the case they cannot 
exist. We seek in a theory of rent one general principle which 
will solve our land problems. We hear even of a theory of distri- 


bution. But such a theory of rent is an impossibility, and still less 
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attempt to reach generalizations for land as land 
‘ror and mistaken policies. What 


Shall we say that it should be 


nd it is the 
which has led us into scientific er 


say about land as land? 


can we 
privately owned? That is contradicted by the experience of the 
rid? It would lead to despotism without parallel. Shall we 
y that land should be publicly owned? For some kinds of land, 
private ownership has, the world over, produced by far the better 
ull Shall we say that land ought to be property at all? Th 
st bodies of water on the earth are free goods and not property, 
the world will never consent to their becoming property. It is 
ficult to make many generalizations that apply to land simply 


land. Economists have often said that common property in 
id belongs to the past; and that we must solve the problem of 
North American Indian by getting away from it Possibly 
conclusion may be correct, so far as the Indian is concerned, 
sibly incorrect: but the generalization is over-hasty for to a 
rt of the most modern land 


ted extent it is revived as a p { 


d. And in Wyoming we find a commission includ 
h ut] rity, Profess« r Elwood Mi id. with his ric] 


that higl aL 


perience, recommending as a part of his plans for the develop 
nt of agriculture in that arid region, that the grazing land on 


public range should not be allowed to become private prop 
but public property regulated with reference to certain 


ific ends to be accomplished. Such regulation is to mean a 
urn to common grazing rights, somewhat like those on the 


fields of England; but to use the English phrase, the 
“unstinted.” Therefore, stinted 


irt of twentieth century land 


hts must be “stinted.”’ not 


advocated as a P 


ymmon rights 


eform. 

Property in general means exclusive control vested in som 
rson or le gal entity 9 private or pul lic. Landed property means 
lusive control lodged somewhere with respect to land. Thi 
sirable control must necessarily vary with the nature of th 
hing or things to be controlled. Now land exists in very great 
ariety and an adequate definition of land must bring out this 
We shall do well to seek the help of our law books, bi 


riety. 
in the concrete the law cannot avoid 


use dealing with land 
sticing the complexity of forces embraced in land. 

Let us turn to Tiedeman’s Real Property for a legal definition 
of land. “Land,” writes Tiedeman, “is the soil of the earth, and 


includes everything erected upon its surface, or which is buried 
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As already stated, the economist often uses the term natural 
agents as the equivale nt of land. This generally accepted eco 
nomic idea of land finds adequate expression in these words of 
Professor Alfred Marshall: “By land is meant the material and 
the forces which nature gives freely for man’s aid, in land and 
water, in air and light and heat.” 


As land embraces so many different materials and forces, it 
can be resolved into elements both for scientific treatment and for 
legal ownership. ‘This Tiedeman points out very clearly in thes: 
words: ‘Forme rly, when one owned the surface of the earth, hi 
was held, in law, to own an estate which ex te nded to the center ol 
t] earth, but now the surface of the land may be separated, by 
a distinct title, from the different strata underneath it and ther 
may be as many owners as there are strata. Not only may ther 


be separate titles to the elements that compose the soil, but ther 
ay be distinct ownership in the different descriptions of miner 


ls, or in different deposits or strata of the same kind of mineral 


lor instance, one person may own the iron ore and anothe r t] 
lead, contained in the same tract of land, and a third party car 


n one section or stratum of il and a fourth hold the title to 
nother distinct seam of the same mineral, while neither may 
possess the title to the surface of the land.’ 


Now as land includes so many kinds of forces and materials. 
vould seem that the form of control suitable for one kind of 


land or forces and materials of one sort would not be suitable for 


nother sort: and that consequ ntly we must classify land. Such 
s the case, and classification of land is the first step in anv satis 


factory treatment of land after we have some preliminary idea of 
what land and property signify as legal and economic concepts 
The varieties in land are so great as to render it out of th 


question to give in brief compass an adequate classification. 


Notice the word used is adequate, not complete, for so many and 
varied are the uses of land that it is impossible to make a com 
plete classification of land varieties of a great nation, still less of 


the world. But a classification which is adequate for most theo 

retical and practical purposes, we may designate as adequate or 

“sufficient,” taking the last designation from Wakefield, who made 

so much of his “sufficient price” for land; neglecting however, to 

accompany the sufficient price with the stwfficient classification. 

But what is a sufficient classification at one time is insufficient at 
Marshall, Principles of Economics (5th ed.), Bk. IV, Ch. I, 1, p. 138 
4Tiedeman, Real Property, § 6. 
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tempts no classification of the lands of the humid region, but 
livides the lands of the arid region into irrigable lands, timber 
lands, and pasture lands. 

President Van Hise in his book on the Conservation of Natural 
Resources divides land into three classes, basing his classification 
upon those characteristics which naturally attract the attention 
of the geologist. His classes are: 

1. Areas of crystalline and sedimentary rocks 

2. Plains, plateaus, and mountains 

Areas classified with reference to the covering which was 


originally upon them 


By a combination of these factors of rock, elevation, and cover 
ng, he divides the lands of the United States into « ight provinces: 
|. The Atlantic and Gulf Plains 
The Eastern Ancient Plateaus 
The Appalachian Ranges, Allegheny Plateaus, and Ozarks 
t. The Lake Plains 
6. The Great Plains 


7. The Rocky Mountain and Western Plateaus 


1¢ Prairie Plains 


8. The Pacific Region 


But as we have not now time to enter into a discussion of this 


( assification and othe r classifications, I proceed at one with a 
classification which aims to meet the needs of economic discussion 
ind of the legislator in our own day. I offer the following classi 


fication, hoping that by suggestion and criticism it may be im 


proved. Please recal 


, however, what I have already said about 
classification, that no classification can be complete. I am aiming 
at the “sufficient” classification for the beginning of the twentieth 


century, and although it has particular reference to the United 
States, it will, I believe, be found generally applicable to all 


great nations. 


1. Classification with Respect to the Water Supply 
Taking the world as a whole this is doubtless the most important 
of all classifications. 
I. Land of the arid region 
1. Irrigable land 
2. Timber land 
38. Pasture land 
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D. I. Urban land 
This needs extensive classification in order to frame wise urban 


ind policies. A rough classification is as follows: 


1. Land used for mercantile purposes which is further 
subdivided into 
a. Wholesale districts 
b. Retail districts 
2. Manufacturing sections 
3. Dwelling zones which must be again subdivided with 
reference to the character of improvement 
t. Recreation land 
II. Rural land 


This has already been sufficiently classified for present purposes 


I I. Land which indirectly ministers to man through material 
yroducts, for example, agricultural land 


II. Land which directly serves man’s needs 


i. Wild recreation land, for example, land which may b: 
taken for such use from the government in Ontario, 
Canada, and privately owned. But much land of this 
land is publicly owned also. 

2. Artificial parks, privately or publicly owned 

3. Home lands, surrounding houses and making a part 


of the home 


Classification with Respect to Actual and Desired Forms of 
Ownership 
I. Common ownership 
II. Private ownership 
1. Individual 
2. Collective, for example, ot corporations 


III. Public ownership 


G. Classification with Respect to Excellence 
I. Land of the first class 
II. Land of the second class, ete. 


As population develops and utilization becomes more intensive, 
the quality classes should increase. In a country like the United 
States, there should be probably well over thirty quality classes. 
An advanced policy of limitation of private land ownership, as in 
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which relate to the historical development of land policies in dif 
ferent countries, for example, England, Germany. Here on 
naturally thinks of the work of Stein and Hardenberg in Germany 

2. Topics relating to the history of theories, for example, this 
topic: How much in the theory of rent as stated by Adam Smith 


has stood the test of experience ? 
Ill. Other Theoreti al Questions 
Here we have to do with such topics as custom and competi 
tion and their influence on the rent and price of land, the law of 
diminishing returns, agricultural rent, and marginal land. 
IV. Conseri ation Topi 


, but after all little as 


( ynpared with what needs to be done. Wi have unde r conserva 


Some work has been done in this field 


tion such topics as these: ‘lo what extent is there a conflict of 
interest between the pris ite owner of land and soc iety when we 
consider landed property from the point of view of conservation? 
\nd the remedy?’ and, ‘To what extent do the interests of present 


ind future generations conflict in conservation policies ? 


V. Soc ialization of Li nd 


Socialization means making the land subserve social purposes 
to an increasing extent. ‘This can be done through public owner 
ship, and public ownership may be that of a nation, state, city, ete. 

Socialism proposes one plan for a complete socialization, and 
Henry George in his single tax recommends another method of 
socialization. The topic, How shall we combine public and privat: 
ownership in order best to socialize the land? suggests a very 
large field of research. 

Henry George and his followers talk much about bringing th: 
land into use or “opening up the land.” It is well worth while to 
investigate “unused natural resources,” and attempt to deve lop a 
theory of unused land. How much land, after all, is unused and 
where is it? This should be considered with reference to olde: 
countries like Ireland and Germany, as well as new countries lik 
the United States and Australia. For what is the unused land 
being held and in how many cases is it being held for better us: 
than its possible present use? How can we use the land in cities 
which is not built upon? What are the various methods of pré 
venting an undue spreading-out of cities? These are some of the 
questions which suggest themselves in connection with land with 


held from use or only partially used 
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measures to increase joint ownership in great cities where land 
is so expensive that the ordinary man is unable to own a house 
and lot. Units of ownership in apartment houses have been tried 
to a very limited extent. 

The great work which is being done in countries like Russia, 
New Zealand, and Ireland has received some attention, but ha: 
never been adequately investigated. It is very interesting and 
instructive in New Zealand to examine the Way one land policy 
has followed another until the freehold has become dominant and 
iS apparently destined to replace public ownership with leaseholds. 
The limitation of land ownership and progressive taxation in New 
Zealand are likewise as interesting as they are instructive. 

The land reforms of Ireland afford as fascinating a field of in 
vestigation as any which could be named. We observe there one 
land policy following another and all terminating in the limited 
freehold, the resting point appearing to have been reached when 
the man who cultivates the land has what is there called the eco 
nomic holding, namely, land enough to support a family accord 
ing to the received standard of life. 

When we begin to investigate the actual progress of land re 
form in the countries named, we are impressed with the tremendous 
complexities of land problems. In each country measurable suc 
cess has been attained, but it has been necessary to move along 
many different lines. In Ireland the mere survey of the land has 
been and is still an immense undertaking. Educational measures 
of many different kinds have been introduced to make the land 
reform a success. Coéperation under the leadership of Sir Horac 
Plunkett is playing its part to improve the lot of the farmer. In 


dustries have been and are being encouraged. The problem is 
complex because life is complex, and when we get seriously into 
the task of solving our land problems we forget all about the 
simple formulas and panaceas. I do not recall, for example, 
having heard the single tax mentioned while I was studying the 
land problems in Ireland. 

I want to lay down a few theses, not as proved generalizations, 
but as generalizations to be tested by research. 

Thesis I. 'The desire to find wealth rather than to create it 
belongs to an early exploitative stage of development. Peopl 
want in a new country to strike oil, or to find gold, and there is 
great danger of demoralization. We see this demoralization in 
the United States in the attempt of social reformers to seek and 
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lider upwards to ownership; second, it serves the purpose of 
se who in their own interest and in the interest of society should 


enants under wise direction rather than owners. 


Thesis V. A large amount of public ownership of land both in 
y and in country is required. This is proved by world ex 
rience. Certain classes of land should be publicly owned, for 
unple, forest land, mineral treasures, and shore lands. Re 


uch will show and give us some approximate idea of the desirable 
tent of public ownership and the kind of public administration 

ch will render public ownership most fruitful. 

Many other theses could be presented, but these will suffice 
yr the present. 

A large practical and scientific task has been outlined in this 
iper. There is no reason why all should not work at it, what 
ver their preconceived notions may be. If the single taxer 1s 
nvineed that he has the truth, he will encourage rather than 
liscourage investigation and welcome all scientific discovery. 
\fter all, there are points of agreement and harmony in this 
paper with the single taxer. The present writer feels that we 
we a debt of gratitude to Henry George. We need not speak 
ibout his devetion to the public good, about his integrity, about 


is sincerity of purpose; all of these have been abundantly recog 


zed. I think Henry George is to be praised because he has 
brought forward the land problem as one of paramount import 
ince. I agree with him that its solution is necessary for the 
salvation of society. It is the great economic problem of the 


twentieth century. Henry George has emphasized the economic 
surplus, even if he has seen only a small part of this surplus. This 
question of the surplus and the distinction between earned and 
unearned incomes is one which is not likely to disappear from 
discussion. 

The great practical measure now needed is a complete economic 
survey of the land. This will require the widest codperation. It 
iffords a field for the national government, for the states, and 
for the private investigator working upon the basis of endowment. 
[ could not think of a better use to which to turn an endowment 
fund for research than to the particular field of research which in 


this paper has engaged our attention. 
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never a word about urban sites. We must recall that at that time the 
reason for the rent of land was assured to be the peculiar chemical 
qualities of the soil used for the production of food. The modern 
conception of a general principle of proportionality in the use of eco- 

mic agents seems not to have been glimpsed. Professor Ely’s dis 
cussion ably shows that there is no final resting point in the analysis 
of the land concept until we come to the concept of the separable uses 
of material things. 

But it may be said that the distinction between land and capital by 
the older economists was not made with respect to the purposes for 
which agents of production were used, but with respect to their origin, 
their naturalness, or artificiality. Observe that the older grouping of 
concrete goods into land and capital was not a continuity classification 
of goods which have more or less of artificiality. Land and capital 
were sharply defined and contrasted. Those goods which were called 
natural were treated (or were supposed to be treated) under the land 
ind rent concept, and those that were artificial were treated under the 
capital concept. The material of everything in the world was once 
“natural.” When did it become “artificial”? At what moment did the 
bit of iron ore, the piece of coal, the piece of wood, the piece of 
land,” miraculously become capital? Was it at the first touch of 
man’s hand? Then is every cultivated bit of land artificial, and by 
that token is capital? This difficulty was recognized by J. S. Mill and 
troubled him greatly. But at this point the answer is given that 
the iron ore becomes capital when it is removed from the land while 
the land surface remains. Here the reason assigned for distinguishing 
capital from land is changed from artificiality to transportability. We 
have not time to discuss this further as a theoretical question. It has 
been already sufficiently threshed out,’ and there can be no doubt as to 
the verdict to be rendered. 

No wonder then, that many economists have lost their faith in the 
old Ricardian theory of rent and the land concept. This accounts in 
large measure for the great dissatisfaction among many teachers with 
the status of economic theory. The Ricardian theory of distribution 
having broken down, the economists of the older school are left with- 
out any unifying philosophy of economics such as is given by a general 
theory of distribution. 

The theoretical aspect and the social-policy aspect of the land ques- 

1 See the discussion on “The Relations between Rent and Interest.” still 


significant, though now appearing in some respects undeveloped, at the New 
Orleans meeting, 1903, Publications, Third Series, Vol. V. 
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Even if it should be impossible to treat all unearned incon ilike, 


istice does not require that we should leave one kind alon 
cause we may be unable to reach another kind. 


Chere is a fundamental difference between the effect of the grow 


population upon the income from land and its effect upon the 
me Irom most forms of capit il goods—other forms of capit il good 


f you prefer. As population increases, the owner at least of a superior 


ract of land normally finds the income increasing. As thi popu 

tion increases, the owner of a machine or building, even though superior 
loes not normally find the income from it increasing. The growth of 
ypulation normally compels us to use constantly lower grades of 
gricultural land. It does not normally compel us to use inferior 
chines The owner of a manufacturing plant ordinarily finds hi 


lf constantly threatened with the competition of new accumulation 


rf capital embodied and d cted even morte efficiently. His income 
elv to decline unless he is able to improve his own plant This 
t true of the owner of farm land. 
It is of course true that it is often impossible to distinguish th 


mart of the value of land which is due to human labor and « ipital 


from that which is inherent It is the fashion of some to maintain 
that the whole or practically the whole value of agricultural land is 
ittributed to labor and capital embodied in it. This is a question of 


fact, and any real knowledge of the facts forces us to the opposite 
melusion with respect to great areas of agricultural lands in the 
United States No doubt much land of an inferior character or in 


the newer agricultural regions could not be sold for more than it 


be said to have cost to develop it But to hold the same of million 
upon millions of acres in the better agricultural regions at the present! 
time is absurd. 

The conditions have changed radically in the past twenty years 
So rapid has been the change that most people have failed to grasp 
its magnitude or its significance. Barely a generation ago much good 
land was still to be had free in this country. With the rapid growth 
of our population, which has doubled since 1880, the good lands hay 


filled up. The margin of cultivation has been forced down. We ar 


using semi-arid lands, swamp lands, lands with inferior soil. The 
marginal cost of production has risen Prices of agricultural products 


have advanced by leaps and bounds. The result has been that our 
better lands, particularly in view of tle anticipation of still further 
rise in income, have taken on a differential value with amazing 


rapidity. 
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We have already reached in large parts of this country a condition 
where unrestricted private property in land is leading us away from 
the very advantages claimed for it. Freehold in land by the actual 
tillers of the soil is a good thing, though it does not follow that even 
he tiller is entitled to an indefinite amount of increment in land value 
But tenancy and farming by hired labor are rapidly increasing. Thx 
more land values rise and the greater the rent obtainable, the less th 
ywner finds it necessary to work himself. In the richest agricultural 
counties of Illinois over 70 per cent of the land is farmed by tenants, 
and hired men do much of the labor on the other lands. In large sec 

ms of the Middle West 50 per cent or more of land is farmed by) 
tenants. As the price of land increases, the tenant and the farm 
laborer find it more and more difficult to become owners. We are 
building up a new class of non-toiling income receivers. It is still 
true that a large proportion of the tenant farmers are sons or sons-in 
law of owners, but the number of other tenants is steadily increasing 
These latter tenants are too often birds of passage who farm ineffi 
ciently and rob the soil. This is the more true because many land 
lords are unwilling to give leases on account of the desire to be 
free to sell, taking advantage of the increase in land prices. 

Ownership of farm lands in the United States is still widely dis 
tributed and our attitude toward private property in land may properly 
be somewhat different from what it would be if ownership were con 
centrated. Still it is no great comfort to the yet more numerous mem 
bers of the landless class that the benefit of the steadily enhancing 
prices of farm products goes to a large number of persons. Moreover, 
except for the breaking up of great ranches of inferior land in the 
West. the statistics show no increase in the absolute number of land 
owners as population increases, so that landowners are becoming a 
steadily smaller proportion of the population. Besides, as the magni 
tude of the unearned income of farm land comes to be more generally 
appreciated by the wealthy, there is danger that they will increasingly 
buy up land until we have a large measure of concentration in owner- 
ship. 

It seems to me clear that, especially where land values have already 
become high, the state should seek gradually to appropriate any fur- 
ther increase for the benefit of the general public, by taxation or other- 
wise. There are practical difficulties in the way of such a policy but 
they are too often exaggerated. Time will not permit any technical 
discussion of the subject. I do not favor confiscation of land values. 


The “innocent purchaser” must not be mulcted. It may not be possible 
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juiring a cash paym nt of but 10 per « nt of the elli i” Value 

Che case of Ireland is perhaps best known. Tenanev has vet 
rgely disappeared from the island During the past fifteen vears 
ver half of the iwricultural land has been taken out of the hands of 

dlords and put into the hands of peasant proprietors Ireland 

ms di tined to become almost excius vely i land of small land 
whing farmer Yet under the laissez-faire policy the land remained 
the hands of a few while the many were in misery. In England th 
forts which have | n made do n seem to have met with grea 
icccess so far as the establishment of small holdings is concerned 
yet the last word has not been said, since plans are being made to put 
ind-colonization plan for both England and Scotland into effec 
the close of the present war 

Simil covernmenta nterferen with the private ownership of 

nd is taking place in Ital ind Austria, and in the various colonic 
f European countries in Africa \ dissimilar mov it is in vogue 
n France, where at gid svstem ol dividing up lar 1 in inheritances has 
resulted in making farms too small. To correct this the legal mean 

Ss ttlement without undue division has been prov ded. 

It may bye + id tha the above instances ot covernmental guid ne 

land settlement are the result of old systems which have left a 
intortunat legacy ot concentration I ownership If that be true 

ww about the newer countries like New Zealand, Australia. and the 
United State Che situation in New Zealand is usually charac rized 
is one of land monopoly. Land was held out of highe for long 
periods by we althy men who held it for pasturage, or speculation, o1 
more like ly both. At the same time much government land 1 Lined 
unoccupied because of the initial cost of bringing it into us The 
government too met both dilemmas. In the ease of Wen 
land a system of loans has been devised whereby the farmer receives 
60 per ct nt of the value of the land purchased in the form of , loan. 
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passed before the raw land has become in reality a farm. There art 
of course exceptions to the rule. Some settlements are flourishing; but 
lone and unaided the settler stands a poor show of making rapid 
progress. 

The case seems unmistakable that this wild land under present con 
ditions is not sold on a genuine competitive basis. On the contrary 
the usual way is to show the prospective buyer what the most success 
ful former purchaser has accomplished and hold that up as a criterion 
of value. This method of sale is not peculiar to land alone. No, but 
the bargainers for wild land are not on an equal footing to such an 
extent as are buyers of horses or cows or dry goods. The purchaser 
usually comes in from a distance; is not well acquainted with such 
land; does not see competing salesmen; and does not appreciate th« 
difficulties involved. Time will not permit the full devolopment of 
this idea, but briefly it is a contention that the generally accepted 
view that a given buyer is required to overbid the man whose potential 
buying power is just less than his own is here reversed. In this case 
the buyer seems to be required to bid a figure substantially equal to 
the price which the most efficient buyer is able to pay. If this be truc 
it accounts for the fact that so few buyers of such land have left 
a producer's surplus, but on the contrary very often a deficit which 
they are obliged to make up by earnings from outside employment. 
The necessity for state action in adjusting land to people is already 
recognized in several states. ‘The laisse-faire policy is not meeting 


with universal approval and is called upon to justify itself. 


Roy G. Biakey.—My friend and colleague, Professor Durand, mad: 
two points which, it seems to me, are inconsistent with each other, but 
which illustrate a very popular misconception about unearned incre 
ment in agricultural land values. In the first place, Professor Durand 
says that the present price of land is not based upon present returns, 
but is higher than justified by those returns and is due in large part 
to the increased value which this land will have in the future. When 
most people talk about the price of land being much too high becaus« 
farmers can’t make more than 1 or 2 per cent upon the capital in 
vested, they forget that this high price is justified by the future iner 
ment. With this point made by Professor Durand, I agree. 

In the second place, Professor Durand deplores the increasing cos 
of land which makes it more and more difficult for tenants and others 
with small means to become owners of land and says that he favors 


more or less heavy taxes on the increments in land values. He would 
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even though he put no improvements on it or in it, is it correrct to say 
that the $100 increment in this case is unearned any more than was the 
#100 increment in the case of the bank stock? Or, to speak more 
iccurately, the only reason he could afford to pay $100 for the land 
it the time he did was because this land, in his estimation, would be 
worth $200 by the end of a certain period. Any tax that would take 
iway all or part of this future increment would lessen the present 
value, for the present value is the present worth, or the sum of all 
future incomes discounted to the present time. Anything that lessens 
future incomes thereby lessens present values. 

But some one will ask, What about free land for which a man made 
no capital investment? My personal observation and experience has 
been that free land is often the most expensive that one can acquire. 
Most urban economists have a wrong conception of marginal land and 
the margin of cultivation. They seem to think that land is taken up 
ind put under cultivation when the farmer can make wages and inter- 
est out of current crops. The truth is that most new land is taken up 
before it pays wages and interest, because the pioneer expects the 
losses sustained during the first few years to be compensated for by 
future increments in land values. 

When these increments are realized, usually after many more years 
of struggle and privation than most people appreciate and even more 
than the homesteader himself had anticipated, then society is apt to 
call the increments unearned. But are they unearned? By no means. 
They were toiled for and waited for long before they were received. In 
truth, these so-called future unearned increments subsidize the present 
generation by furnishing it with more and cheaper wheat and other 
commodities than it would have except for the fact that the pioneer 
was induced to increase the country’s economic land sooner than he 
would have done except for the increment. The greater the increment, 
and the sooner it will be realized, the earlier is the land taken up. 

In all cases, so far as men are economic men and do not miscalculate, 
land is taken up at such a time that it will yield no unearned increment 
or exceptional returns. If it were going to yield exceptional returns, 
it would be taken up earlier. Of course, it is true that some land has 
had large increments in value because of miscalculations, but it is 
probably true that as much or more land has brought decrements as 
has brought increments, if interest is to be counted, as it certainly 
should be. Most of us forget this matter of interest. We see present 
high values and compare them with past low values and jump to the 


conclusion that they are unearned. We say that they are due to 
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ments in land values, as illustrated in New York by the Twenty-third 
Street decadence, East Side tenement properties, and the dead district 
in Brooklyn between the old Fulton Ferry approaches and the ap- 
proaches of the Brooklyn Bridge. 


Joun A, Ryan.—The great majority of us agree, I presume, that 
the subject of land has not received sufficient attention in the courses in 
economics. Professor Ely’s paper shows how vast is the field, and how 
many topics await investigation and discussion. One of the most in 
teresting of these is the question whether unearned income is as com 
mon or as important in other kinds of investment as in land. I have 
never been able to see that it amounts to very much outside of land 
investments. We need an investigation of the facts to settle this ques 
tion. As regards Professor Durand’s advocacy of a tax on the future 
increases of land values, I am quite sympathetic, although I recognize 
that the ordinary effect of such a tax would be to cause the value of 
land to decline. However, if the tax were light at first, and were 
increased very gradually, its depressing effect on values might be en 
tirely neutralized by the tendency to increasing values, due to the 
continuously increasing scarcity of land. Hence no injustice need 
be done to present owners. The important thing is that land should 
not rise further in value in this country. 


Ricuarp T. Ery.—lIn closing this discussion I must confine myself 
to a few points. I should be glad if I could speak at length about the 
unearned increment in land values. This forms part of a larger whole, 
namely, unearned increments in general and their relation to earned 
increments. The economic surplus found in the rent of land is only 
one kind of surplus. It does exist and is found in the rent of land, but 
it is not so large as it at first may appear to be. We are apt to concen- 
trate our attention on great cities like New York and to forget the 
many places where there have been large unearned decrements. More- 
over, we must consider the services of landowners, particularly in this 
country, where they contribute through special assessment, taxes, and 
otherwise to values. I wish someone among you (multimillionaires !) 
would give me an endowment to enable me to conduct an investigation 
into the facts of the case. I should like, for example, to investigate 
the history of real estate in Madison, Wisconsin. It is not a large city, 
but it is one that is interesting and instructive from this point of view. 
I believe we could get all the essential facts bearing upon the situa- 
tion from the beginning when the capital of Wisconsin was located at 
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TWO DIMENSIONS OF PRODUCTIVITY 
By Henry C. Taytor 
The University of Wisconsin 

About twenty years ago, at a time when some men occupying 
prominent positions in the field of economics were emphasizing the 
resemblances of the instruments of production, with a view to 
formulating simple and comprehensive principles, one teacher was 
saying to his students: “Give careful attention to the differ 
ences in the economic characteristics of the instruments of pro 
duction. In these differences we may find some of the most signifi 
cant conditions of our economic life.” The facts and theories 
which are presented in this paper are the result of taking this 
advice. 

Much has been heard in recent years about efficiency and the 
efficiency movement in the industries. It is a matter of no small 
significance that attention is being turned to that long-neglected 
branch of our science, the economics of production. 

With the increasing cost of living, economy in production is 
becoming as important a branch of our subject as justice in dis 
tribution. The latter has not received too much attention but 
has received much better consideration than the field of produc 
tion. ‘The economic problems in agricultural production center 
about the questions of what to produce; the proper proportions 
of the factors of production, commonly discussed under the head 
ing of intensity of culture; the size of farms; and the question of 
the grades of the factors which should be combined. The last 
problem implies variations in the usefulness of the instruments of 
production. It appears that these variations have at least two 
dimensions which are as different as length and breadth. These 
differences may be designated as differences in capacity and dif- 
ferences in efficiency. It is the purpose of this paper to discuss 
the significance of capacity and efficiency as they are related to 
productivity and the problem of land ownership on the part of 
farmers. Both of these terms are often used in the same sense 
as productivity, whereas they represent the two conditions of 
productivity. 

Capacity has been defined as power to receive, absorb, take into, 
or associate with. The word capacity has in recent years been 
popularly used to indicate the output of a mill or factory. In 
this paper the original, and still the dictionary, meaning of capac- 


ty refers to “input,” 
days of Ricardo 
labor and capital 


ults, that is, land 
unt of feed which 
fed with the same 
ry in pacity. Th 
rt instruments of 
es. Variation in 
Ihe re is A VE ry wide 
imounts of land. 
pacity is not always 
land requires much 
pulverizer and harrow 
does not produc: 
kit some COWS is 
ind they do not 
2 t he power to 
usefulness of 
nergy put in and 
of production is 
t of the oth 
ited in the most 
es of land 1 lay yi ld 
iry widely in th 
1 consumed when 
feeds. 
produc tivity are easily 
ysical unit of an instru 
yw, is the resultant 
1 by the capacity 
ty relates to “input” 
d productivity 
per cow, or per man. 
n terms of physical 
product. In analyzing 
ible instruments of pro 
better basis of com 


fferent locations. In 


| 


Two Dimensions of Produc tivity 51 


the case of immovable instruments of production the value of the 
product is the more satisfactory basis of comparison. 

Ricardo recognized two dimensions of productivity as they re 
late to land, but he apparently did not see that they applied also 
to the other factors of production. In their attempts to simplify 
. subject which by nature is complex, some writers have desired 
to reduce all differences to difference in capacity, in order to as 
sume that physical units of a factor, say men, are quite inter 
changeable. But as a matter of fact differences in efficiency can 
not be commuted into differences in capacity. 

A few facts may help to make ciear the ideas in mind. In 
recent years a great deal of first-hand study has been made of th 
conditions of productivity in agriculture. The census method 
ind the accounting method have been largely used in this work. 
In Table I is found the results of a careful census of the farmers 
centering about Dallas, Barron County, Wisconsin. There wer 
fifty-one farmers i 


the community. The returns which thesé 
farmers secured per dollar of annual outlay varied from 76 cents 
to $3.05. In this calculation the annual outlay included all 
operating expenses, including depreciation and interest. A glanc¢ 
it the second column of figures in Table I shows a variation from 
$1754 to $293 in the annual outlay with which these farmers as 
sociated themselves. The former are termed variations in effi 
ciency; the latter are designated differences in capacity. (‘Though 
the writer would recognize that perfect adjustments may not exist 
with regard to the amount of land, labor, and equipment asso 
ciated with some of the men, yet these men are probably striving 
for the optimum.) The variations in total product per man rang 
from $3644 to $686. The farmers, as the residual claimants, r 
ceived payments for their efforts varying from $1961 to minus 
$338. It will be noted that, so far as the figures in this table go, 
there is no definite relation between a man’s capacity as measured 
by his outlay and his efficiency as measured by product per unit 
of outlay. A man with high efficiency may have low capacity and 
the man with high capacity may have any degree of efficiency. 
These facts are brought forward to illustrate the well-known fact 
of variations in the ability of men and to note that at least two 
measuring sticks are needed if we hope accurately to measur 
man’s ability. 

Table IT illustrates some of the differences which exist in one 


class of instruments of production, namely, cows. This table 
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sary for each farmer to use great care in the choice of the pro- 
ductive agents with which he associates himself. 

Does it make any difference which grades of capacity are 
chosen? Only in the same sense that the mason finds use for 
stones of different sizes in building a wall, each occupying spac: 
according to its size, where there are spaces of varying dimen 
sions to be filled. ‘To take specific cases, a low capacity cow may 
best serve the purpose of a city man wanting a small amount of 
milk for his own family. A boy of half capacity may just fill out 
the need for additional labor on a given farm. Aside from this, 
choice is not based upon capacity but upon the efficiency of th 
factors. 

The surplus product of cow No. 1 is much greater when on the 
farm of Mr. A. than when on the farm of Mr. B. Because of this 
Mr. A. can pay more for this cow than Mr. B. can pay without 
suffering a relative loss. Furthermore, the surplus due to Mr. 
A’s superior efficiency is greater when he keeps cows of superior 
efficiency than when he ke ps cows of low efficiency. The result of 
competition tends therefore to put the most efficient cows into the 
hands of the most efficient dairymen, and the marginal cows into 
the hands of the marginal dairymen. This seems to be true of all 
the factors of production and tends to combine these factors on 
the basis of their grades of efficiency. If a given farmer associates 
limself with an efficiency grade other than that which corresponds 
to his own grade of efficiency, whether it be higher or lower, his 
profits will fall short of the possible maximum. 

How does this affect total productivity? Total productivity of 
society is greatly increased by the combination of the factors 
which throws the most efficient factors together. The productivity 
of the inefficient is minimized, it is true, but the productivity of 
the most efficient is at the maximum, and the total product, it is 
believed, is greater than any other combination would yield. Tru 
social economy calls for this combination, and it is these facts of 
variation in efficiency which give hope that competition may grad 
ually lift the average of efficiency by the elimination of the mar 
ginal and the multiplication of the better and the best. So long 
as this process is in operation poorhouses will be needed, but is it 
not cheaper to provide for the inefficient in this way than to have 
them match their inefficiency with land and equipments which have 
high potential productivity ? 


Variations in efficiency and capacity have an important relation 
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TABLE I 
VARIATIONS IN EFFICIENCY AND CAPACITY OF 


LIVING NEAR DALLAS, 


CAaPACcITy 


Annual 
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1,59 36 32 29 
1.56 165 140 51 14 246 
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Average! $1.66 $1797.2 $717.4 
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TABLE 
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productive agents. For the general theory of distribution this is un- 
doubtedly the most significant aspect of the matter. But for certain 
other purposes,—especially the theory of the size of the business unit, 

our emphasis has to be put on the diminishing yield of any or all 
of the different productive agents when utilized in connection with 
any one enterprise or business scheme. Here we must think, not of 
labor as ‘‘applied to land,” but of labor and land and other productiv: 
igents as being used together, in larger or smaller amounts, in some on 
money-getting enterprise. 

The farmer who gets a larger yield per dollar from the specific 
amount of expenditures he finds it most profitable to make than some 
other farmer gets from the (different) amount of expenditure which 
happens to be, for him, the most profitable amount, is not necessarily, 
by all standards, the more efficient farmer of the two. It may be that 
the second farmer’s expenditures and product are much larger than 
the first’s; it may be that if he farmed on as small a scale as the first 
farmer his product per dollar of outlay would be larger; it may be 
that for this reason he can push his expenditures further before com 
ing to the no-profit margin; it may be, also, that this is precisely why 
his actual product, per dollar of outlay, becomes smaller than that of 
the first farmer. ‘The ability to get a larger yield from a given amount 
of resources may be the underlying cause of larger “‘capacity,”’ and 
this may show itself in a lower degree of “efficiency,” as defined by 
Professor Taylor. High “efficiency” may thus sometimes merely be 
the result of a relatively steep curve of diminishing productivity. 

I do not attach a great deal of weight to this point, because Profes 
sor Taylor's figures do not suggest an inverse correlation between 
“efficiency” and “capacity,” and, further, because they indicate a 
higher degree of direct correlation between the “residuum for the 
farmer’s effort’ and “efficiency” than between this residuum and 
“capacity.” 

I am not quite clear about the basis of Professor Taylor’s conclusion 
that “the result of competition tends to put the most efficient cows into 
the hands of the most efficient dairymen and the marginal cows into 
the hands of the marginal dairymen.” I don’t doubt the fact. But 
I can’t see that it follows from Professor Taylor’s figures for 
“efficiency.” Isn’t this problem a matter, not of average problem 


per unit of outlay, but of specific product at the no-profit margin? 
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well to heed on the one hand the work of the agricultural economists, 
and on the other hand the work of the cost accountants and statisticians. 
These men, who are studying the concrete facts of our environment, 
are doing effective work, from which economic theory may learn vital 
lessons. The sessions on economic theory in this association have 
sometimes been filled with lamentations at the lack of progress in th 
subject. There are some pessimists among us who seem to think that 
the only good economic theorists are dead economic theorists. But such 
sessions as that of this morning and as the present one, give encourag 
ing evidence that we are seeking economic theory not so much in thi 
dusty volumes of Ricardo and Mill as in the living pages of our own 
times. In studying the actual conditions around us we are finding new 
conceptions, a new terminology, and a new economic philosophy, at 
once more logical and more fitted to our needs than are those of the 


English school. 
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of specialization in work and of generalization in citizenship. 
That is to say, man as a workman is more and more limiting his 
activities to a narrower field, he is specializing, while his experi 
ences and responsibilities as a citizen of society are constantly 
expanding. In the day of undifferentiated employments man was 
most independent, whereas, in this day of division of labor within 
differentiated employments, he is most interdependent. ‘Today the 
same individual, in pursuing his responsibilities as a workman and 
his duties as a citizen of society, is subjected to experiences which 
tend to produce in him opposite results. However, it is precisely 
in meeting this dual experience that he also faces the dual problem 
of life which all must meet: the problem of getting a living and 
the problem of living with and among his fellowmen. 

In the past the scientist devoted his energies almost entirely to 
assisting man in his endeavor to meet the first of these two prob- 
lems, the problem of getting a living. In the past it was prob- 
ably proper that he should do so, for the possible standard of 
living and the stage reached by civilization did not, for the most 
part, permit man to divide the day into more than two parts, a 
time for work and a time for sleep. ‘Today the higher stage 
reached by civilization makes it possible, and a better standard of 
living demands, that the day be divided into three parts: a part 
for work, a part for sleep, and a part for leisure, recreation, or, 
as it is sometimes spoken of, higher life. This threefold division 
of the day, together with the specialization of man as a workman 
and the generalization of man as a citizen, so characteristic of 
this age, brings into full interplay both of these problems of life 
that man must meet. ‘Therefore, the scientist, or investigator, 
must be mindful of both, if he is to be of greatest service to his 
day and age. In order to enable him to render such service in the 
most efficacious way he must first know how men are trying to 
meet these problems and with what success they are accomplish- 
ing their end. Having this information he will probably be in a 
position to suggest improved lines of action to achieve what is 
already being done and also point out new lines of action to effect 
other desirable results. To secure this information the student of 
social problems properly resorts to the social survey, or original 
investigation. 

Such a survey or investigation may be briefly defined as taking 
an inventory of a community’s activities and conditions, or a com- 


munity stock-taking. 
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If the study is to be of the extensive type, if only general in- 
formation is sought, or if the student wishes to know only what 
the general tendencies are and is not looking for very clearly de 
fined lines of demarcation, than a much larger area may be included 
in his study, and he need not always personally interview each 
family which resides within the region covered by his study. Often 
several well-informed persons of that, or near-by regions, can, 
between them, give him the information he desires. Such a study 
is, of course, chiefly intended to furnish the investigator with 
some desired information, often without any particular thought 
of what seems to me to be the greater function of such research, 
serving as a guide to the people of the region studied to the end 
of enlarging their own welfare. An intensive study may serve then 
as a very definite guide to the people of the region studied, and 
also offer helpful suggestions to other communities as to how they 
may best go about improving their conditions. Since there are 
no two identical communities, it cannot be a complete guide to 
such other communities, for the obvious reason that it is not an 
exact revelation of their conditions. In the case of the extensive 
study not a great deal may be expected of it in either of these 
services, because its revelations are not specific enough to sug- 
gest clear-cut programs of procedure to achieve either of the 
these ends. 

The value of a survey is very largely determined by the ac- 
curacy of the data collected. The best way to secure most ac- 
curate data, I believe, is to put the work of collecting them on 
such a basis that the people of the community will give one the 
data asked for voluntarily and without hesitation. It is human 
nature to feel that one is important, and if, therefore, you seek 
the honest codperation of others, the surest way to get it is to give 
them an opportunity to play an important part in the scheme 
and allow them to take to themselves considerable credit for hav- 
ing played their part. This is the method that I pursue in the 
work we are doing in Iowa. That is to say, I first consult with 
the County Agent, if there is one, and a few of the leading men 
and women of the community as to the purpose of such a study 
and the codperation they think could be secured in carrying on a 
piece of research of this kind in their locality. If these persons 
think the time is ripe for work of this kind in their locality, I 
make a trip to the community and put the proposition before the 
people at some public meeting, usually several months before we 
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revelations. My reason for believing this lies chiefly in the fact 
that in the two communities which we have studied to date many 
of the most influential members of each community repeatedly 
said to me, in substance, Make a careful study of our conditions, 
do not spare us in any way, we want to know both our credits and 
our debits. It is at once apparent that communities of this type 
have come to believe that if for the individual the height of wisdom 
is to know himself, the same must be true for the community also. 
If the work can be placed and kept on such a footing, I contend 
that high achievements may be expected of it. Communities that 
do things on such a basis are operating under a moral pride that 
has been harnessed up to carry out a civic need. 


Before taking up the details of the studies we have made in 
Iowa I must burden you with a few explanations concerning the 
regions studied. A criticism that may at first be leveled against 
the work is that we studied communities that are above the aver- 
age of our state rather than those on a low level in general well- 
being. That being the case, it can scarcely be expected that our 
studies will help the communities studied as they might had we 
studied a type of communities less advanced. My answer to such 
a criticism would be: first, that no community is so nearly perfect 
that it cannot profit greatly by a study of itself; and second, and 
this is the chief answer, that it is not easy to make a study, suc- 
cessfully, where many searching and even personal questions are 
asked, in the more backward communities. Such communities 
have not yet awakened from a lethargy of self-conceit or self- 
satisfaction to the extent that they can be led to appreciate that 
a study of this kind is intended for something greater than “show- 
ing up a community.” From communities that are still in such 
a “clam” stage one cannot hope to secure much information except 
of a very general type, such as an investigator could secure by 
observation, or information that is very much exaggerated. They 
are not ready to study themselves. But by studying a few of the 
more advanced communities first, we hope to be able to go from 
the top down to these less advanced communities, by being able 
to take to them, in black and white, what has already been ac- 
complished by other communities. If the accomplishments of 
other communities can be brought to them in unmistakable terms, 
we believe that they will begin to talk of their own conditions, 
compare themselves with others, and when this is once well under 
way solutions will also be forthcoming in these localities. 
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farms they rent and live on; thus it seemed fairer to class them as 
tenants, especially since some of the holdings of this class lie out- 
side of the state. Furthermore, only a small proportion of the 
entire number of farmers is included in the part-owner group and 
the group of tenants that own some land in addition to the farms 

ey rent and live on, as will be observed from the figures given 
below. 

The number of farms, as that term is to be understood in this 
paper, means the number of farms that have residences on them. 

Hereafter these regions will be referred to as Orange Township 
ind Lone Tree Township, respectively. 


ATION AND ConsuGAL CONDITIONS 


The 1910 Federal Census, Supplement for Iowa, gives the state 
of Iowa a population density of 40 persons per square mile. For 
the rural state it is 27.8 persons per square mile. Blackhawk 
County has a rural density of 23.3 and Clay County 17.3. The 
1915 Census of Iowa, classing as rural those who do not live in 
incorporated places, gives Blackhawk County a rural density of 
20.8 and Clay 15.1.*. The 1915 Census of Iowa also gives Orange 
Township a population of 780 and Lone Tree Township, exclusive 
of the incorporated village of Everly, 405. The density of popu- 
lation for Orange Township is 23.56 persons per square mile, and 
for Lone Tree Township it is 13.47 persons. 

Our data, so far as they pertain to the population, were a study 
on the family basis. In this were included all members of the 
family now living, whether they were living in the township or not. 
There are also some duplications, arising from cases where parents 
ind children now comprise different families, but both living in the 
township. On this basis we found the population, including hired 
lielp but excluding other persons living with the farmers’ families, 
to be 802 in Orange Township and 482 in Lone Tree Township. 

Country of Birth.—Of the owner operators of Orange Town 
ship 85 were born in the United States, 1 in Germany, and 1 in 
Canada.* Of the wives 78 were born in the United States and 
one in Canada.* Of the tenants 53 were born in the United States, 
1 in Ireland, 1 in Sweden, and 2 in Denmark.* Of the tenants’ 
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2 This includes one case of joint operators and 2 women operators 
3 Five owners have no wives. 
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TABLE II 


Avera 
N ol 5 No tetired 
No.of | 4 Holdings| .¢ | wo Retired | ver. Hold- 
\ , Land- No. of No. Re- Landlords 
Land- in Acres ’ ings in Acres 
| " e lords still Land- tired on | Who once i 
A lords still these of Retired 
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1 Landlords engaged in business or some profession are not listed in fol 
lowing columns. 


2 One man has three farms, two of which are rented. 


the largest landholders are men who are both landlords and 
owner-operators, that is, men who own two or more farms, one of 
which is operated by the owner and the others are rented. The 
second largest landholders are the retired-farmer landlords. ‘Table 
Il] shows the ages of these landholders. 


Rise in Land Values.—In Orange Township 6935.66 acres, in 
18 tracts, changed hands in the five-year period, August, 1910, to 
August, 1915. ‘These 48 original tracts were divided into 60 
parts at the time of sale. In most cases where the tracts were 
divided the parts were added to other farms. The average selling 
price per acre for this land by years, for both improved farms and 
unimproved farms, that is, farms with buildings and farms without 
buildings, runs as follows: 1910, $156; 1911, $163; 1912, $164; 
1913, $178; 1914, $188; 1915, $200. Twenty-five tracts were 
sold in 1913, 1914, and 1915 up to August 30. 

In Lone Tree Township we ascertained how many farms had 
been purchased in the ten-year period 1906-1915 inclusive, the 
purchase price per acre and present value per acre, as stated by 
the owner or tenant on the farm. During this period 31 farms 
were purchased, a total of 6174.5 acres, or only 436.5 acres less 
than the present holdings of the land-owning operators. Eight 
of these men did not state a present price on their land, 23 did. 
The average cost price for these 23, involving 4494.5 acres, was 
$103.82 per acre, and the present value put upon these farms was 
$207.26 per acre. Of these 23 farms, 3 were purchased in 1906; 
3 in 1907; 3 in 1908; none in 1909; 3 in 1910; 3 in 1911; 1 in 
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1912; 5 in 1913; 1 in 1914; and 1 in 1915, or an average of 5.91 
years since date of purchase. Just how closely this rise in land 
values corresponds to the general rise in prices the writer did not 
stop to consider. 

Hired Help—tIn Orange Township 37 tenants have 47 hired 
men and 11 tenants have 1 hired woman each. Twenty-four land 
owners have 36 hired men and 8 landowners have 9 hired women. 

Twenty-four tenants in Lone Tree ‘Township were found to have 
24 hired men and 3 tenants had 1 hired woman each. Eleven of 
the landowners had 1 hired man each, and one landowne r had 
| hired woman. 


Period of Ownership.—F arm has been in the possession of family 
in Orange Township 1914 years, in Lone Tree Township, based 
n 56, out of a possible 85, definite replies, 151 years. 

Patronage of Mail Order Houses and Peddlers.—In Orange 
‘Township, 58 per cent of the owner operators and 76-+ per cent 


of tenants buy from mail-order houses. In the other township 
80 per cent of owner operators and 83-- per cent of the tenants 
buy from the same source. In both townships, however, the owner 
operators’ purchases per family amount to one and one-third 
times as much as that of the tenants.** In both townships the 
number of families that buy from peddlers and the amounts so 
spent are too small to be of any real significance, the actual num- 
ber of families in both townships which buy from peddlers being 
16 and the total amount so spent per year being $99. 


ORGANIZATIONS AND Epucation™ 
Orange Township 


Owners.—Thirty-one owners belong on an average to 2 11/31 


~ 


farmers’ organizations; 30 owners’ wives belong on an average to 
114 women’s organizations. ‘Twenty-five owners carry life insur 
ance; 1 owner’s wife carries life insurance. One owner belongs to 


a lodge ;** no owner’s wife belongs to a lodge. 


11 The writer, basing his belief on various sources of information that he 
has secured in recent years, is of the opinion that rural people are little, if 
iny, better patrons of mail-order houses than other classes are. 

12 The chief farmers’ organizations in Orange Township are: Codperative 
Creamery, Coéperative Cow-Testing Association; Coéperative Egg-Marketing 
Association; Coéperative Threshing Companies; Farmers’ Telephone Com 
pany. In Lone Tree Township the chief farmers’ organizations are: Coépera- 
tive Threshing Companies; Farmers’ Telephone Company. 

18 The Dunkards do not believe in lodges of any kind. 
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insurance; 2 tenants’ wives carry life insurance. Eleven tenants 
belong to some lodge; 4 tenants’ wives belong to some lodge. 
Lone Tree Township 

Owners.—Fifteen owners belong on an average to 1 1/5 farm- 
ers’ organizations ; 9 owners’ wives belong on an average to 1 1/9 
women’s organizations. Seven owners carry life insurance; no 
wner’s wife carries life insurance. Six owners belong to lodge ; 
+ owners’ wives belong to lodge. 

T'enants.—'l'wenty-five tenants belong on an average to 1 1/25 
farmers’ organizations; 11 tenants’ wives belong on an average 
to 1 women’s organization. ‘Twenty-one tenants carry life in- 
surance; 1 tenant’s wife carries life insurance. Seven tenants 
belong to some lodge; 1 tenant’s wife belongs to a lodge. 

The figures in Tables V, VI, and VII indicate that the average 
ducation of adults in Orange Township is high. Other figures 
eem to indicate that there is a still greater tendency in this di- 


rection among the young people of the township. Iowa is said to 


have something over 22 persons out of every thousand of its popu- 


tion in high school.*’ In this township there were, in 1914, 32 


persons in high school. Twenty eight of these young people were 
t was this the fourth year. A very large proportion of these 
young people stated that they expected to complete the four year 

gh school course. Thus the fact that so few completed their 
fourth year in 1914 indicates that there is a rapidly growing ten 
ency for young people in this township to carry their school work 
beyond the grade school. Eight persons were in college or 
niversity. 

In 1916 the township completed its consolidated grade school, 
with a high school attached. This consolidates ten one-room 
schools. The bonds voted for the erection of the building were 
sold at a premium of $915. 

The teachers who taught the one-room schools for the year 
1915-16 had an average teaching experience of 6144 years. The 
ierage teaching experience of the rural teachers in the Central 
West is less than one-half as long, our state superintendents of 
public instruction tell us. 

On November 1, 1915, only 3 children in the township who had 
not completed the eighth grade school work were not enrolled in 


15 Towa Accredited High Schools, 1915-16, Bulletin No. 5, State Board of 
Education. Exact figure, 22.4. 
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what is now used as the Township Hall, formerly a church home 
of a denomination that has ceased to maintain itself in the town- 
ship. The 
society meets every Friday night during the fall, winter, and 


This hall is located near the center of the township. 
spring months of the year. ‘To this society belong most of the 
young people of the township, several of the hired men and women, 
ind some of the farmers and their wives. Of the farmers and 
farmers’ wives group, 10 men and their wives are tenants, and 19 
nen and 16 women are owners or owners’ Wives. 

Home Libraries.’"—Sixty-nine owners’ homes in Orange Town- 

No library of 8 books or less was listed 

hip have 7355 volumes, or an average of 106.6 volumes, in their 
braries. Fifty-six tenant homes contain 5342 volumes, or an 


wwerage of 95.4 volumes per home. In Lone Tree Township twen- 


ty-two owners’ homes have 1913 volumes, or an average of 86.9 
volumes per home. ‘Twenty-four tenant homes have 1872 volumes, 


or an average of 77.5 volumes per home. 


TABLE VIII 
NEW API AND MAGAZINES 

Orange Township Lone Tree Township 

Owners I ants Owners Tenants 
l i} 74 1s 4 
Par ind Ma 225 168 111 
H es 70 
Papers and Mag I 110 86 
Papers? 145 72 
lomes 65 54 

1 When the number of homes is less than the number of homes of this 


group in the township, the other homes received 
But at least 


papers included in the other three classes, so the total number 


no periodical of the kind 


specified, there was no home without one kind. 


2 Farm are 


of periodicals received is indicated by the sum of the first three lists, 


The total deaths in all families in the 


Orange Township, males, 25; females, 24. 


Mortality Statistics. 
townships were: Lone 


Tree Township, males, 10; females, 14. 
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ehurch:’® 7 families contribute $86, or an average of $12.28 each, 
ty Sundav school: and 2 families contribute $26, or an aver 


“2 


of $13 each, for other benevolences. 


Thirty tenant families contribute $532.87, or an average 


7 families contribute $52.96, or 
werage of $9.57 each, to the support of Sunday school; and 2 


families contribute $65, or 


$17.77 each, to the church: 


an average of $32.50 each, for other 


benevolences.* 


Sunpay Scuoo.t MEMBERSHIP 


Orange Towns hip. ywwners belong to 


owne rs’ Wive be long to Sunday S¢ hool. 


Twenty-eight tenant men belong to Sunday school; 33 tenants’ 


ves belong to Sunday school. 
Lone Tree Township.—Two owners belong to Sunday schoo 
2 owners’ wives belong to Sunday school. 

Six tenant men belong to Sunday school; 6 tenants’ wives bi 
ng to Sunday school. 


Socrat AND THE Sociat Minp 


The Social Mind.—It is not within the time limit of this paper 
to consider the data collected that reveals the social mind of the 
people in these townships. Only few of the more important 
questions asked each farmer, in this connection, can be cited. 
Many remarks made by the farmers’ wives and children were r 


corded along with those of the farmers. By far the greater ma 


jority of these remarks clearly indicate the feeling and thought 


of the person making them, and are not merely passing remarks 


or remarks that mean nothing. From a sociological standpoint 


this part of the survey is probably the most important. 
The more important questions asked were: (1) Do the farme 
ind his wife take any part in their children’s games? W1 


it are 
the results? (2) Are tl 


1e children encouraged to join clubs and 
societies of various kinds in the community? (3) Are the chil 
dren given any holidays or half-holidays which they can count as 
their own, other than Sunday and th 


regular holidays? How 
often? How do they spend this time? 


Does it make any differ 
ence in their attitude toward work? What? (4) Is any attempt 


19 Tf one family , the average for the remaining 
families is $19.03 

®From all the will be observed that the ter nake a 
splendid showing for themselves, contrary to a quite popular 0] 
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tions to offer as to how this can be so overcome that a proper 
proportion of the most promising and enterprising young people 
vill stay on the farm? (7) To what extent do families visit with 
ich other on Sundays and other days of the week? (8) What 
do you consider the greatest need of the church today in order 
that it may (a) interest and help young people; (b) have th 
widest influence in the community generally? (9) How many 
enics, contests, celebrations, fairs, socials, parties, games, etc 
ere held in the community last year, which were attended by all 
oO! part of the family ? 
Social Conditions.—Social life in Orange Township is a splen 
| example of what life on the farm can be made to be. This 
ommunity is not dependent upon the “movies” and other thing: 
f the near-by town for its recreation and amusement. The peopl 
f the community never get too busy for a full-day or half-day 
picnic or community gathering, or for some social event at som¢ 
neighbor’s home, the township hall, or the church. They hav 
learned that there is a time for work and a time for play, and 
it more play often means more work also. In other words. 
they have learned that men and women, boys and girls, who enjoy 
life are more likely to enjoy work also than those who get little 
yy out of living. It is a community where everybody plays 
vhen play is the program. They have “things doing,” as modern 


lang puts it, and they do things. 


Two illustrations must suffice here. Early each fall the com 
nity gives a banquet at which the newcomers, especially the un 
irried hired men and women, are guests. At this banquet thes 
newcomers are made to feel that they are no longer strangers in 
the community. The other illustration is that of two Sunday 
school classes. Of the two largest Sunday-school classes in the 


only Sunday school in the township one is comprised of the un 
narried women in the township and the other of the unmarried 

n in the township. These two classes always participate in a 
riendly rivalry to surpass each other in numbers. At least onc 
vear each of these classes entertains the other. Early in the 
summer of 1915, the girls’ class treated the men’s class to an auto 
obile trip over the county one late afternoon and evening. At 
he end of the return trip refreshments were served. But the most 
remarkable thing about the affair was the fact that the Sunday 
chool superintendent stated on the previous Sunday that on the 


given day “all hired men and grown-up boys would, without fur 


it afternoon and 
off” was evident from 


rs in the procession that 


has made few 


ns throughout his paper. 

Bu ( on with you: If his study, 
QO thing else it will have been 
. } 


he dual question, *“What 


human well-being, 


nmunity has done 


{ 


SOME RURAL SOCIAL SURVEYS—DISCUSSION 


Paut S. Perrce.—During the past four years three surveys similar 
» those just described have been made under direction of th 


department of economics and sociology at the State University of 
lowa. The size and general character of the units were the same 
imely, two rural townships containing no towns or villages, and om 
wnship containing a village of some 560 inhabitants, which, however, 
1s not embraced in the survey of rural conditions. Though planned 


} 


dependently and differing somewhat in detail and emphasis, these 


iversitv survevs were much the same in scope as those directed by 


Professor Von Tungeln. But the method of procedure was quite dif 
ferent, since each of our surveys was made by a graduate student 
who had lived for some time in the township studied and whose local 
terest and acquaintanceship were determining factors in the selection 
the particul ir units for investigation After study of the genera 
rature of rural economies and sociology and examination of the few 
rvevs which had previously been made in other states, these men 
ere assisted in drawing up an outline and a questionnaire. Thus 
quipped, each undertook a house to house canvass of his entire town 
hip Information so gained was supplemented bv examination of 
state and federal census materials, public records at the county court 
suse, books of township and district school officials, records of 
chers, of pastors and Sundav Schools, newspapers, and other mis 
ellaneous sources. Personal observation of institutions and conditions 
is well as interviews or correspondence with persons in position to 
speak authoritatively on special points, vielded additional data. Each 
of these young men carried through his investigation with gratifying 
thusiasm, determination, and care. 

Their fields presented some noteworthy contrasts to those selected 
by Professor Von Tungeln. All three townships are in the southern 
or southeastern parts of the state. Thev are areas of older settlement 
ind cultivation, of somewhat lower average fertility. of slightly smaller 
farms (averaging 132 acres). of populations in which the foreign 
element is even less significant than in Orange and Lone Tree town 
ins In each township the average familv is also smaller and in 
wh the total population is less than in 1870. The three townships 
represent three distinct tvnes One is a comparatively rough and ad 


region bordering | coa nine section in the southern er ot 


nuinties, in which stock raising predominates and corn is the prevail 


ng crop A nothe r is in the second tier of counties and farther east: 
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every township in the state. Clearly some of the more lethargic and 
laggard should be included in the list of those chosen for close in- 
spection. If so, their turn cannot await the coming of that fine spirit 
of codperation predicted in the paper just read. Nor, if handled tact- 
fully, need the utilization of data thus gathered be regarded as “‘show- 
ing up” the townships studied. The findings of a series of local sur 
veys might well be analyzed, digested, and compared; and the more 
important features published in monographs or bulletins which would 
give a true comparative or composite representation of conditions, with 
out identifying exactly the communities referred to. 

As a matter of fact, not a little of the usefulness of modern social 


ind economic surveys has been lost through lack of courage to paint 


the picture true to life. It is right and proper to commend the good 
features of a community; but it is quite as important to set forth its 
bad features as well. Another temptation is to try to cover such a 


wide range of phenomena and so many diverse aspects of the com 
munity situation that the project becomes unwieldy and its objectives 
are obscured. Surveys of this general type are doubtless better 
idapted to small rural areas than to complex urban centers; but 
much might be said for more specialized investigations, especially into 
the economic relations of country life. There is also danger that 
surveys will degenerate into mere collection and tabulation of facts 
ind figures, without adequate interpretation, without constructive sug 
gestions for the betterment of conditions, even without due attention 
to sound statistical method. Of course the value of general surveys 
also depends in no small measure upon sound judgment in the selection 
of criteria of social well-being and in the relative weight given to the 
variegated data secured, but who is sure just what are the true criteria 
of rural well-being? Just what, for example, is the comparative signi 
ficance of power washers, indoor toilets, and vacuum cleaners? Of 
water supply, drainage and housing conditions? Of telephones and 
mail order patronage? Of wages and hours of‘labor? Of rotation of 
crops and short-term cash rent systems? By what token and standard 
are we to decide that Orange Township or any other rural unit has at 
tained the goal of social efficiency? 

Despite these numerous questions and pitfalls, the further prosecu 
tion of such studies is altogether worthy of encouragement. They 
should proceed with reference to some large plan and purpose, and 
should be kept up until they afford an adequate basis for conclusions 


with reference, not only to the immediate localities sampled, but to 
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THE LAND PROBLEM AND RURAL WELFARE 
By L. Voer 
The Ohio State University 

When sixty or more years ago, advocates of homestead legisla 
tion believed that “Uncle Sam is rich enough to give us all a 
farm,” there was little thought that, as age of nations goes, the 
time was already at hand when the United States would have her 
land problem in common with other nations, both past and present. 
Then the land problem was one of getting unexploited land into 
private hands at little or no cost. So rapidly has the change 
come that now the problem is one of getting land into operator’s 
hands at any cost. The rumblings of discontent began during the 
seventies of the past century when Henry George wrote his Prog- 
ress and Poverty. It was continued during the nineties with the 
populist movement and the demand for free coinage of silver. 
Changes in production of gold and the rise in prices of farm 
produce at a time when tenantry had not yet become a national 
problem quieted for a time the discontent of the farm-owning 
population. But the shift of farm owners to the villages and the 
substitution of a tenant class in the more wealthy general farming 
sections has brought to the front the old discontent in another 
form and from another group. The landowner is satisfied with 
the changes taking place. But the successors of the group that 
during the forties and fifties clamored for free land on which to 
get a start comparable to that of their predecessors in the older 
sections of the country, now are demanding that means be de 
vised whereby they, too, may secure a foothold on the land they 
operate without having to pay a tribute to the descendants of 
those who arrived on the ground first and who now live in urban 
communities. The swell of discontent underlying the present de- 
mand for rural credit is fundamentally based on the land question. 
Sooner or later, the real problem will be recognized and then the 
state must face the task of controlling or solving that problem in 
the interest of the common good without regard to vested interests 
or privilege which may have resulted from traditional influence or 
social change. 

The land problem may be considered from several points of view, 
among the most important of which are security of title, methods 
and costs of transfer, permanency of holdings, size of holdings, 
and the relation of ownership to the operation of the land. It is 
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holdings presents no serious menace, except in those areas where 
such holdings are a survival of an earlier period. 

Investigations made by the United States Bureau of Corpora- 
tions and other agencies indicate a much more serious problem 
when centralization of ownership of timber, mineral, or water- 
power resources is concerned. Without going into detail in regard 
to centralization of ownership of these resources, it is sufficient to 
uggest that, if a policy of nationalization is adopted for any 

itural resources, it is justifiable in the case of those which tend 
to become monopolistic and which appear to be capable of most 
economic development on a large scale. 

Since the facts indicate that, with the exception of timber, min- 
eral, or water-power lands, there is no apparent tendency toward 
irge centralization of ownership of land in the United States; 
since the results of investigations made by students of farm man- 
igement lead to the conclusion that the tendency in size of farms 

toward the medium-sized or small holding; and since the farm 
i.bor situation in the country is such that holdings even smaller 
than those believed by farm-management students to be most eco- 
nomically efficient will result,—the conclusion is that the real land 
question is one of ownership in relation to the economic welfare of 

e people who actually live on the farm. 

It is not within the scope of the present paper to consider the 
tendencies as to increase or decrease in tenantry. This subject 
has already been carefully studied by others and the facts well 
presented. ‘The problem now to be considered is the effect of 
tenantry on the economic and social welfare of the population that 
ictually lives in the country, and the resulting effect on the 
national welfare. 

In approaching the problem, however, it should be recalled that 
in a large part of the United States the percentage of tenantry is 
still very low. During the past decade, tenantry actually de- 
creased in twenty of the states and in seventeen of them the per- 
centage of tenantry in 1910 was still under twenty. In the South, 
where, so far as percentage of tenantry is concerned, the problem 
is most serious, the apparent increase is thought to be rather an 
indication of the rise of the colored population to a position of 
relatively higher indpendence than an evidence of deterioration. 
The serious problem presents itself in the great Central Valley, 
the region of diversified farming, where, though as yet many of the 
states show a relatively low percentage of tenantry, the increase 
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makes the statement that *’The prosperity of the farmer is better 
measured in terms of the wealth he accumulates than in the kind 
of tenure he follows.” 

Immediate results should not blind us to what the ultimate ef 
fects will be, since it is these ultimate effects which will be of the 
greatest social and economic significance. The separation of 
ownership from the operation of farms involves a division of the 
total income from the land. The rise in land values, regardless of 
the fact that farm income investigators show the immediate effect 
to be a comparatively larger return to tenants than owners, can 
only mean that ultimately the share of the income that goes to the 
landlord will increase through rising rents or will become a per 
manent burden on the land through the price paid for it by the 
purchaser. The effect in either case is to give to the landlord an 
increasing and permanent share in what the land produces and 
to give either to the tenant or to the future purchaser an income 
which appears to correspond closely to what skilled labor receives 
in the cities. So long as land ownership does not give to the 
owner in America a social status as it does in some foreign coun 
tries, the tendency will be for prospective owners to purchase land 
either at a price which will yield a rent return corresponding to 
interest rates on investments elsewhere or for a return due to the 
speculative increase in the value of the land. The outlook for the 
tenant in America is not encouraging so far as incomes are con 
cerned, even though for the time being they are apparently the 
principal recipients of the benefits of increases of prices of food 
products. The advantages due to the farm operator that result 
from the present tendency toward adjustment of wealth distribu- 
tion between rural and urban communities, tend to go, not to the 
farmer, but to the farm owner, who may live in the neighboring 
village or in the city; and the hoped-for increase in economic wel 
fare of the man with the hoe, upon which depends those material 
comforts which the farming population has so long lacked and 
which are recognized as the essential foundation of a satisfying 
standard of living, sufficient to make farm life attractive, is tend- 
ing to miss the man who deserves it and to pass on to the urban 
resident. ‘Thus the building of a sound economic foundation for a 
wholesome rural civilization is being prevented by the increase in 
tenantry. 

Considerable concrete evidence as to the effects of tenantry 
upon the fertility of the soil and upon farm management is al- 
ready available. A recent writer in the Breeders’ Gazette has 
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It is unnecessary to give further figures as to this condition. 
There is evidence on every hand that tenants are not as well pro- 
vided for as owners. Moreover, there do not appear to be any 

ictors in the situation which promise amelioration. The interest 
f both owner and tenant is to secure larger incomes from thx 
farm and neither is interested in providing the best living condi- 
tions on the tenant-operated farm. Tenants take less care of the 
»wner’s house than they would if it were their own and owners are 
slow to make needed improvements for the sake of the tenant. We 
ire still in the period of development of American agriculture 
when we are using much of the original equipment of American 
farms. If the primitive log house or the sod house has been dis- 
placed by the more pretentious dwelling, or if the old makeshift 
barn of pioneer days has been displaced by the red barn so char- 
icteristic of the corn belt, these displacements belong still to the 
period in which farmers were farm owners and home makers. The 
ime is inevitably coming when present equipment will have passed 
its period of usefulness. Then the real significance of the transi- 
tion from ownership to tenantry will become apparent. Either old 
tumble-down houses, the ghosts of a former prosperity, inhabited 
by a low-grade population willing to live in inferior quarters will 
urvive, or a new type of houses, built for tenants, will appear. 
Farm owners are not even now providing for their tenants as they 
would for themselves. Even the United States government has 
given recognition to the fact that the tenant housing problem is 
different from the problem of housing owners, by the publication of 
plans for tenant houses. This public recognition of the existence 
of the landless type for whom special living quarters must be pro- 
vided raises serious questions as to what public policy to tenantry 
should be. Is the effort to adapt ourselves to changes taking place 
justifiable or should we frankly recognize that the coming of the 
tenant house means ultimate social disintegration and the appear- 
ance in rural life of a population which will, regardless of what 
their native ability may be, occupy a permanently lower plane in 
economic life and be compelled by their circumstances to maintain 
a lower standard of living? 

From the point of view of the sociologist, any policy of adapta- 
tion to pathological conditions is incorrect. To plan tenant 
houses is to perpetuate a fundamentally bad condition. The bet- 
ter policy would be to spend the energies of public agencies in re- 
moving the causes that have made the appearance of a tenant class 
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rural church. In southwestern Ohio it was found that, whereas 
11 per cent of the farmers in a given community were tenants, 
hut 22 per cent of the tenants interviewed were church members. 
The percentage of church membership for the entire adult rural 
population was about 39. Thus we have strong evidence that the 
tenant group is not being reached by the church and that the 
church is moving up and out of the country with the owner popu 
lation. In the Missouri study noted above, the percentage of 
owners attending church services was 40.7 while the percentage of 
tenants attending services was but 29.6. Sunday-school attend 
ince showed a similar discrepancy and of contributions to the sup 
port of the church the owners’ share was $11.62 per farm per year 
while that of the tenants was but $4.47. 

The relation of the tenant problem to social organization is no 
less marked. The transient tenant has less interest in community 
iffairs and is not to be depended upon to assume leadership in 
farmers’ organizations nor to become an active factor in stimulat 
ing community social life. This is true in part because of the an 
tagonism in the country to the leadership of the newcomer, par 
ticularly if he is a tenant farmer. The feeling on the part of th 
tenant that he has no place in the real direction of community 
affairs lessens his interest in social life and increases whatever indi 
vidualistic and anti-social tendencies he may have. 

In the past fifteen or twenty years, the Central Valley has wit 
nessed a marked rise in the number of family reunions held in 
rural districts. ‘The renewed importance of the consciousness of 
family connections has a close relation to economic changes taking 
place. During a large part of the past century family connec 
tions had little to do with one’s social standing, particularly in 
pioneer communities. People came from all parts of the country 
to settle the new land and personal worth went far toward de 
termining the social position of those making up the aggregation. 
Family consciousness and material success go together. The 
family reunion has been the occasion of renewed social life, but it 
has represented a renewal that from the community point of view 
does not promise the largest group unity. 

The growth of the codperative movement among farmers in 
Europe has brought to America a realization of the large possi 
bilities of development of a better agriculture and rural life here 
through more effective organization. Effective organization has 


been shown by experience to depend upon intelligence, homogeneity 


nd community of 
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price lower than the one fixed by himself. Land appraisal boards 
with compulsory powers would amount practically to land na 
tionalization, a step which America is not yet ready to take. 

The most hopeful solution appears to be the control of tenantry 
through the exercise of the taxing power. If the tax were so ad 
justed as to give a strong inducement to the prospective absente« 
landlord to dispose of his land to the prospective tenant, much of 

speculative holding of land would be quickly eliminated and 
prices of land to prospective purchasers would much more nearly 
equal their productive value. The inducement to transfer invest 


ment from land to other forms of property would work no great 


hardship to the owner because under the rural credit law land 
mortgage bonds would be available as well as other types of securi 
ties the absentee ownership of which does not bring such serious 
difficulties in business management as does the absentee ownership 
of land. 

It is not the purpose of the economist or the sociologist to injur« 
anyone through recommending legislation that may unnecessarily 
interfere with individual interests. He believes in social adjust 
nent that will yield the largest measure of the common good. If 
present tendencies may ultimately carry to the country some of 
the serious social and economic problems of the city, he is justified 
in advocating remedies which may appear radical but which in the 
long run offer promise of permanent contentment in rural life and 
which promise the perpetuation of those social and economic in 
stitutions which have been demonstrated by the experience of th 
race to be of the greatest social utility. It is in this spirit that 
ttention is again called to one of the greatest problems awaiting 
solution in American life at the present. The control of the situ 
ition demands state action as well as individual education and 
those who make up the membership of such bodies as those gath 


ered here can exert a powerful influence toward the wise solution 


of the problem. 
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stone to ultimate land ownership. The young farmer or the needy 
farmer may come to own a farm through a preliminary period spent as 
, tenant farmer, or he may attain full ownership through the mortgage- 
ndebtedness route. Comparing only the more superficial features of 
these two methods of reaching the same end, we have the following 
results. 

Through having the stimulus to industry which comes from owner- 
ship and through directing his business at will, the mortgager is ad 
vantaged, but he is limited in his farm operations through having in- 
vested his capital in land. On the other hand, the tenant leaves to the 
landlord the burden of carrying all the unproductive farm parts, such 
is buildings, fences, lanes, wood lot, ete. He is further advantaged 
through putting all his capital into live stock and equipment, thus being 
enabled to operate to the maximum of profitableness. He gains noth 
ing, however, by the appreciation in value of land. 

The suppression of tenancy as advocated in the paper which has 
just been read restricts the young farmer, or the impecunious farmer, 
to alternatives which may prove hurtful from the business standpoint. 
Che going in debt for a full-sized farm as we have seen is apt to leave 
the farmer short-handed in the means for the operation of this farm. 
\nother alternative is the little farm—one which he is able to pay for 
ind have some means left over—but every study of the little farm has 
convinced the student of the utter unprofitableness of this style of 
farming. Farm machinery is standardized in size to the needs of the 
full-sized farm; a profitable number of labor hours for men or team 
can only be found upon the full-sized farm. Insufficient variations of 
enterprises and too high costs in overhead expenses are only a few of 
the many reasons given for the unprofitableness of the small farm. 

The sharing of the expenses of carrying on a farm business between 
two parties—one furnishing the land factor and the other the labor 
and equipment—has afforded a successful farm business in the past 
and still has merits for the future. We find nothing to justify th: 
belief expressed by Professor Vogt that the landlord share is to grow 
larger to the disadvantage of the tenant through the income-absorbing 
power of land. Landlords will doubtless always secure the returns 
which are possible to them through owning advantageous differentials in 
land. hese differentials tend to become accentuated with the in- 
crease in price of farm products but the means have not yet been 
shown whereby the landlord can wrest away from the renter any share 
to which the renter is properly entitled. 
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vislation could be suggested as a practical remedy, as applied in 
\ustralia and New Zealand, limiting the size of land holdings by 
ndividuals and corporations. ‘This limitation prevents land specula 
tion, lowers the price of land, and tends to bring it into cultivation 
much quicker. 

On the other hand, from a review of statistical data it is maintained 
that there is a tendency “‘in the direction of increase in medium-sized 
farms.” ‘This fact being conceded, an explanation of it is the spread 
of more intelligent farming. This has doubtless been due first to a 
scarcity of farm labor and, secondly, to the work of the agricultural 
colleges and experiment stations. 

The scarcity of farm labor forced the farmer to limit his productive 
nergies to the cultivation of a diminished acreage. The effort to do 

, when coupled with more intelligent direction along the lines of in 

nsive farming, brought a realization of the fact that a farmer could 

procure better returns with less labor from 40 acres well cultivated 
than from 80 or more acres poorly cultivated along extensive lines. 

Very little consideration, therefore, need be given to the topic of 
the size of farm holdings. Whatever problem there may be connected 
with it tends to correct itself by means of educational forces set in 
motion by state and national authority. This brings us, therefore, to 


Professor Vogt’s main thesis, namely, that “the real land question is 


one of ownership in relation to the economic welfare of the people who 
ictually live on the farm.” 

2. The problem of farm tenancy.—This topic is not discussed fron 
a national point of view. It is conceded at the outset that, in a large 
part of the United States, farm tenancy has a low percentage as com 
pared with farm ownership. The seriousness of the problem is limited 
to the great productive corn-belt states. This is a region where farm 
lands have reached a high state of cultivation, where diversified farm 
ing predominates, and where land values for ordinary farming pur 
poses are comparatively high. 

But even in this section of our country, many of the states show a 
relatively low percentage of farm tenancy. At the same time it is 
contended that the increase in tenancy is continuous “and appears to be 
based on causes upon which no legislation or other factors have as 
yet had any influence.” 

The problem raised in this particular section of the United States is 
farm tenancy versus absentee landlordism. In this case absentee 


landlordism has a relatively limited economic and social range. The 
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to purchase raw land or an equipped farm seems to be the core of the 
problem of farm tenancy. 

The difficulty of becoming a farm owner, however, varies in different 
parts of the United States. Some homestead lands are still open for 
settlement; raw lands in some parts of the country can be bought as 
low as from $5 to $10 an acre; the value of the average cultivated 
farm lands runs about $100 an acre; in the corn belt $200 an acre is 
not an unusually high price; orchard lands in Oregon and Washington 
are frequently estimated at $1000 an acre; citrus fruit and walnut 
orchards in California are sometimes valued at $1500 an acre; and 
recently a correspondent writing from Florida appraised the value 
of some orange groves at $2500 an acre. 

The difficulties of passing from the tenant class to the farm-owning 
class are intensified, therefore, in different parts of the country and 
with different kinds of agricultural production. For diversified agri- 
cultural purposes, the man who buys an ordinary farm by paying down 
part of the cash price assumes a tremendous responsibility as a result 
of the precariousness of farming as an industry, in meeting interest 
charges, in the payment of taxes, insurance, and other expenses in 
volved in land ownership. On the other hand, if one pays cash for 
a high-priced farm, unless he is going into farming for the fun of it, 
his course is one of doubtful wisdom, because under existing economic 
and social conditions he could get better and safer returns for his 
money if invested in good securities at 5 or 6 per cent interest. 

It is not a safe assumption that passing from the tenant class to the 
farm-owning class removes any of the difficulties surrounding modern 
economic and social life or solves the problem of rural welfare. As 
a matter of fact it does not. Under a fair system of leasing farms 
thousands of tenants are providing themselves with an adequate return 
for their labor alone, where thousands of landowners fail to do so as 
a return for their labor and capital together. 

But assuming that as a rule farm ownership is preferable to farm 
tenancy, the question is how this change can be brought about. In 
the United States there is no difficulty whatever in one acquiring the 
class of land he wants to meet his financial condition. The principal 
question to be solved, therefore, is, How can one improve his financial 
condition so as to provide the means of purchasing land? And the 
answer would seem to be by working and saving. 

But if the farm laborer or tenant farmer does not or can not save 
something from the fruits of his labor, then he can not very well pur- 
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And when at last in his struggle toward liberty he found him 
lf unshackled from the chains of chattel slavery, it was only to 


tlize that what is called civilization, or social progress, had forged 
prog 


her chains about him which enslave him Hone the le SS. Ne ithe r th 
enant nor the landowner is free Be sides the law ot necessity which 


rees him to bear the heat and burden of the day, direct and indirect 


yation dep ve him of an ever enlarging part of the fruits of his 
rr. So, with the progress of civilization, the difficulty of saving 
not lightened Taxation as a result of economic, social, political. 
tarv. and financial conditions tends to enslave the man who is 


roducing wealth from the soil almost as cert tinly as when under the 
nds of chattel slave ry. 
Che trend of modern social life is for the individual to try to escape 
is much as possible from the arduous pliysical labor of wealth produc 


m. This is especially the case with farming with its long hours of 


bor, often pe rformed every day of the vear. and with the uncertain 


es of its reward. When to these burdens are added the disadvantage 
lack of educational facilities, social isolation, increasing taxation. 
1 high interest rates on loans, the lot of the farmer has not been 
1 is not now an enviable one. While he may have tried to escape his 
ldom, society has made every effort to keep him at his task. What 


farmer produces society must have three times a dav. and every 


g must be done to keep him at hard labor 


In contrast with the farm, the call of the citv is to regular hours of 
bor, for six d ivs, of the week. at a known wage. This is from th 
indpoint of the laborer and the mechanic. The higher the walks 


isiness, educational, social, military, and political life, the less 
vsical toil is required and the higher the rewards. As soon as they 
old enough to le ave home, the easic r labor of busine ss and prote , 
mal life beckons to our boys and girls on the farm and they bid 
rewell to the home in the country. These beckonings have their 


fect in depopulating rural districts and in over-populating the towns 


And here I wish to read a letter which I recently received It 
from a tenant and sets forth the land problem from his point of view 
The letter is as follows: 


Under the new law Farm Loan Act, I m anxiou for some informatior 
irds how to proceed in getting a loan for buying a farm I am ncere 
natter, for at present time I am a tenant ving S1.00 for every &2 


t is made I am farming 120 acres for share rent and am also clerk for 


serving as ‘enter is up-hill business, for farm help is next to impossible 
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ociety through wise legislation to adopt policies which shall make 
farm life under tenant conditions worth the while, and which shall 
nsure the greatest good to the state by conserving the fertility of th 
soil for the present and for future generations. 
Gro. H. Von Tunce_n.—Professor Vogt has made two statements 
iat I wish to comment on briefly: 
|. He quotes from my colleague, Professor Lloyd’s Bulletin to the 
(fect that farmers today make their first payment on their farms 
mm six to eight years later in life than did the farmers of twenty 
years ago. It is my impression that both the author and Pro 
ssor Vogt convey an unfortunate idea through this statement. In 
first place comparatively few farmers who bought their first farm 
twenty-five years ago had had a four-year high-school course and fewer 
| had had a four-year college course. If we are now right in hold 
up the ideal of our prospective future farmers, that they take a 
ur-year college course in Agriculture, how can we hope to give them 
is additional educational preparation, of from four to eight years, 
d at the same time expect them to make their first payment on a 
farm as early in life as did those men, their fathers in many cases, 
who bought their first farms a quarter of a century ago, but who did 
not carry their educational preparation so far? Also, is it not prob 
ly true that business men and men in some of the other professions 
ire starting out for themselves later in life now, due to a longer 
riod of preparation, than men did in these same lines a quarter of a 
century ago? If this is true then the farmer is not in an unfortunate 
class as compared with his contemporaries in other fields, as these 
men seemingly would have us believe. 
2. In another part of his paper, Professor Vogt states that, “Of 


owners’ children 32.7 per cent have completed the district school while 
but 12.7 per cent of the tenants’ children had done so.” I doubt 
very much whether these figures will bear the test of careful examina 

in, for from what information there is available it seems that the aver 
age age of tenants in this country is probably somewhere between 35 
ind 40 years, while the average age of the owner is probably somewher 
between 43 and 48 years. The average age at the time of marriagé 


for both groups was probably about 25 years. It follows, therefore, 
that a much larger proportion of the owners’ children are old enough 
to have finished the district school than is true in case of the tenants’ 
children. And from this it follows that unless the percentage of chil- 


dren in each class has been determined on the basis of the actual 
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suggested by Professor Vogt, wise? We must, of course, have re 
nue to meet public expenditures ; and if it seems best to take a part of 


personally unearned increment in connection with land values fo 


is purpose, then well and good. But is it wise to use the taxing 


t primarily for raising revenue but to accomplish some extraneous 
bject ? Any one who has given a little study to the matter of taxation 
snows very well how very difficult it is to provide a tolerable systen 


taxation even when the eve is ke pt single to the one purpose of ra 


revenue. How much more difficult will it be. then, to construct a 


idequate and passable system of taxation when the matter is con 


icated by the attempt to use the taxing power so as to iccompli 
me great reform, admitted, for the sake of argument, to be desirabl 
| istly, whatever be the drawbacks relative to a svstem of farm 


naney, it would appear that such a system is much more democrati 


in one which involves a large amount of hired agricultural labor 
condition which would seem to be necessary in many cases if own 


irms are to be large enough for efficient operation. 


CuarLes L. STEWART It seems that a sinister meaning attache 
to the fact that tenants who have purchased farms in the North Cen 
ral states in recent years were older at the time of purchase than was 
forme rly the case. We need not wonder at this. A farm of 160 acres 

Illinois, for instance, is now worth $30,000. This is more than 


twice the value of the same place a decade or two ago. To attain 


wnership of an enterprise of such magnitude naturally takes time 
lt is so in the case of urban enterprises capitalized at equally high 
gures. Possession of an urban enterprise may ordinarily be acquired 
small steps through the purchase of a few more shares. The pur 
chaser of a farm must usually buy the entire property at one time, or 
iny rate purchase fair-sized tracts. Should we not suppose, ther 
re, that when a farm is so much more valuable now than it used to 
tenants would spend a longer period of vears getting the money 
to buy a place and the experience at farm operation necessary to make 
profitable investment? 
The high price of land not only lengthens the period of ‘‘apprentic« 
hip” through which the eventual landowner must pass, but it brings 
pressure in favor of better methods of farming. When an acre of land 


s worth $100, rents for $5 a year, and increases in value $10 a vear, 
the increment accounts for two-thirds of the annual improvement in 


the owner’s finances as affected by that acre. When, however, this 
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THE FEDERAL FARM LOAN ACT 
By C. W. THompson 
United States Department of Agriculture 


This paper will discuss briefly the causes and steps leading up 
to the enactment of the federal rural credits law of July, 1916, 
the apparent intent of Congress in providing for two distinct 
farm-mortgage banking systems, the provisions made for safe 
guarding the proper granting of farm-mortgage credit, the means 
adopted for creating a form of security that will find ready access 
to the investment market, and finally the more important benefits 
that may reasonably be expected as a result of the new system. 

Fundamental changes in American agriculture had been going 
on for many years prior to the agitation for federal rural credits 
legislation. The western frontier with its free lands had all but 
disappeared. Growth of population had led to increasing de- 
mands upon existing agricultural areas. The relatively extensive 
types of farming were rapidly giving way to more intensive sys- 
tems. Increasing land values called for larger amounts of capital 
invested in land while the more intensive systems of farming made 
necessary a large increase in working capital. Coincident with 
these changes, there was in general a falling off in the actual rate 
of earnings on capital invested in farms. The returns from capi 
tal in the more highly developed agricultural regions were espe- 
cially low. The fact that the earnings of farm capital did not 
appear sufficient to pay the prevailing interest rates and com- 
missions called special attention to the inadequacy of existing 
rural credit facilities. 

In the search for remedial action it was natural that inquiry 
should be made regarding improvement in rural credit facilities in 
the older agricultural countries of Europe. Especially significant 
in this direction was the action taken at the conference of the 
Southern Commercial Congress at Nashville, Tennessee, in April, 
1912, when it was determined to send a representative body from 
the various states, later known as the American Commission, to 
investigate the subject in European countries. In March, 1913, 
President Wilson gave further impetus to this movement by ap- 
pointing, for a similar purpose, the United States Commission. 
These two commissions sailed for Europe in April, 1913, and 
jointly collected a considerable amount of valuable information, 
which was largely embodied in Senate Documents No. 214, 261, 
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land banks, conforming in th main to the provisions oO} 
iission Bill. Inasmuch a recogntion is give n to these 
tinct land-bank svstems, the law has sometimes been cl 


is a compromis¢ 


Compare briefly the two classes ol banks provided ror in t] 
present law. The joint-stock land banks are independent joint 


tock companies with a minimum ec ipl il of $250,000, each opel 


ne 
In 


more than two states, and entirely dependent upon 
private investors for subscriptions to its capital. The feder 


ind banks are interrelated regional inst 


each allotted an area presc ribed by the Federal 


ItTIONS, 


Board. Their prompt organiz ition is assured by 


treasury shall subscribe what is necessary 


h the minimum $750,000 e ipital stock for each, 
stors do not take up the sto ithin thirty days 
bscription books ar en The farmer within the 
joint stock land 
ist as he has 1 “isting iks or mortgage companies. 
na loan from a federal land bank, however, the farmer will be 
npe lled, during the first year at least, to become a member of 
local farm-loan association case of a joint-stock lan 
nk, ho restriction is placed on th ibsolute mount of a loat 
on the purpose fon which the proceeds of a loan n Ly 
\ federal land bank, on the othe r hand, will not he permitted to 
ike a loan in excess of $10,000 nor for purposes other 
ose specified in the act. 
The character of the business 1 by joint-stock 
banks and federal land banks will similar, however, in a nun 
respects. All loans 1 t be m first-mort gage securit: 
No loan may exeeed 5 * cen ippraised value of the 
irm land and 20 per cent of t value of the permanent insured 
provements. Loans must run for a period of not less 
nor more than forty years and be repayable in equal annual o1 
semi-annual installments, so calculated that the debt 
tinguished at the end of t!] ‘od. Loans must have a 
ite not exceeding 6 per cent and not exceeding by mors 
per cent the interest rate on the latest bond issue. Apart from 
the sale of capital stock, both kinds of land banks will raise thei 


money from the sale of bonds secured by farm mortgages and 


having a rate of interest not exceeding 5 per cent. All land banks 


organized under the act will be under the general supervision of 


the Federal Farm Loan Board of the Treasury Departinent 
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gressional committee on rural credits and to the postponement of 
legislation until the next Congress. 

In the law as finally enacted in 1916, the principle was definitely 
accepted that the relation of the federal government to the system 


r and assisting in the establishment 


Oo 
1p 


should be that of encouragi: 
of the necessary land-bank facilities and in supervising the same: 
and that, aside from such assistance as might be necessary in 
perfecting the machinery, as hereinafter explained, the govern 
ment’s cash or credit should not be utilized for the improvement 
of farm credit. How, then, was improvement in the security of 
farmers who needed such improvement to be effected? 

The answer to this question is found in the adoption of the 
principle that the farmers themselves, through a degree of col 
lective endorsement or guarantee, would be enabled to supply the 
necessary improvement in their security. In other words, col 
lective liability, as applied in the leading rural credit systems of 
Europe but modified to meet as nearly as practicable the dispo 
sition and situation of the American farmer, was made an essential 
feature of the new system. The form of machinery designed to 
accomplish this is seen in the farm-loan association, which was 
made an integral part of the federal land-bank system. The only 
alternative to the local farm-loan association, namely, the local 
agent, provides the same degree of added guarantee or endorse 
ment from a responsible and acceptable third party and thereby 
insures a corresponding degree of improvement in the farmer’s 
security. 

It has been noted that one of the important distinctions b 
tween the joint-stock land banks and the federal land-bank sys 
tem lies in the fact that the prompt establishment of the latter is 


assured, inasmuch as government funds will be drawn upon, if 


necessary, to supply the initial capital, whereas the organization 


of the joint-stock land banks must await the initiative of private 
investors. This distinction was based on the assumption that 
private initiative could in general be relied upon to establish such 
land banks as would meet the requirements of farmers who as indi 
viduals were in a position to furnish adequate security for their 
loans. On the other hand, the relatively more difficult situation 
which the federal land-bank system was designed to meet made it 
seem highly improbable that the necessary private capital would 
be forthcoming to inaugurate the system, and provision for the 
use of government funds in perfecting this machinery was thers 
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manner specified in their application blanks and to report thereon 
to the federal land bank. 

Each member individually subscribes for stock in the associa 
tion equal to 5 per cent of the face of his loan. The association 
in turn subscribes for an equivalent amount of stock in the federal 
land bank. ‘This 5 per cent stock subscription of the borrower is 
paid back to him at the maturity of his loan and is therefore not 
in the nature of an extra charge or bonus. It is primarily a 
guarantee deposit which, together with the additional liability of 
the stockholders for an equal amount, improves the security for 
the members’ loans. At the same time, the stock also serves as an 
investment paying such dividends as may be declared. The ser 
vices thus performed by a farm-loan association, including the 
selection of loans and the appraisal furnished for the underlying 
security, the transmittal of blanks and forms to the land bank, 
the handling of funds, the guarantee added by means of the double 
liability of the capital stock, and the attention given to the up 
keep of the loans, all conduce to the proper and economical grant 
ing of credit by the federal land bank. And the federal land bank 
is enabled further to safeguard the proper selection of loans with 
the aid of the reports of a salaried government appraiser. 

In connection with the discussion of the proper granting of 
credit by federal land banks, it should be stated that these banks 
were designed for farmers and not for capitalistic owners of farm 
lands. ‘There may be a difference of opinion as to the interpreta 
tion of the requirement that a borrower must be engaged, or about 
to be engaged, “in the cultivation of the farm mortgaged.” 
A ruling by the Federal Farm Loan Board will undoubtedly be 
necessary to interpret this provision. One interpretation would 
be that the farm owner, regardless of his residence, who shares thx 
hazards of the business with the man who operates the farm, will 


be entitled to a loan, but that the owner whose farm is solely an 


investment, yielding a fixed or stipulated return in money or 
products, could not qualify as a borrower from a federal land 
bank. Another interpretation would be that only those farm 
owners who operate their farms, with or without hired help, and 
who therefore assume all the risks connected with the business, ar 
entitled to loans under the act. This would bar out all farm land 
operated by tenants whether on a share or a cash rental basis. The 
former interpretation would undoubtedly enable the federal land 
banks to obtain a much larger volume of standard loans and thus 
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there is no reason why a borrower under the act may not ask for 
a reappraisal after the loan has run a few years, and renew or 
increase his loan. In fact, it is assumed that renewals or increases 
in loans will be made, as they may be warranted by improvement 
in the security or by other changes in conditions. 

In further criticism of the amortization feature it is contended 
that the farmer seeks credit, like other business men, because h« 
can make borrowed money earn more than he pays in interest and 
that he should therefore be allowed the continued and uninter 
rupted use of capital and not be compelled to repay it in small 
driblets. In reply to this argument it may be said that the pay 
ment required on the principal, which, as already stated, is very 
small, may be thought of as a desirable stimulus to thrift for the 
ierage farmer, rather than as a disadvantage. Moreover, one 
of the most difficult problems involved in the attempt to furnish 
the farmer with a long-time loan at a low rate of interest is to 
insure the maintenance of a standard underlying security through 
out the period of the loan. ‘The necessity of adequately protect 
ing such security in order to meet the requirement of the invest 
ment market makes the amortization requirement seemingly im 
perative in the case of long-time farm-mortgage loans. 

The case would be entirely different if the loans under consider 
ition were to run for relatively short periods of time—say from 
one to five years. For such loans a proper standard could un- 
doubtedly be maintained without the amortization feature. This 
also suggests that the Federal Farm Loan Act, in its aim to 
supply improved facilities for farm-mortgage credit, is incomplete 
to the extent that it makes no provision for farm-mortgage loans 
of less than five years. 


For the present, the task of establishing a nation-wide system 
under the existing limitations is doubtless all that should be at 
tempted. In time, however, it is to be hoped that farm-mortgage 
loans of from one to five years may also be included within th« 
scope of work contemplated under the law. 

There is one provision in the act which makes it the duty of 


the Farm Loan Commission to study the various state laws relat 


ing to land titles, foreclosures, homestead exemptions, and other 
matters affecting mortgage securities. ‘The purpose of this study 
is to determine whether such laws afford adequate safeguards to 
loans under the act. The federal board is empowered to declare 


mortgages ineligible whenever the state laws are deemed to afford 
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purchases an original mortgage and note often finds it difficult to 
obtain a mortgage for just the amount which he desires to invest; 
or the period of time for which the mortgage is made may be too 
short or too long; or the prompt payment of the interest may not 
be assured to his satisfaction. 

Such considerations as these have emphasized the importance of 
establishing institutions capable of assembling farm mortgages, 
carefully selected according to reliable standards, and, on the 
basis of such mortgages as collateral, of issuing bonds in con 
venient denominations, running for suitable periods of time, and 
with convenient and reliable means for the collection of payments 
for interest and principal. As long as the investor purchases the 
original mortgage and note without the guarantee of a third party, 
he theoretically buys on inspection, whereas the purchase of a 
farm-loan bond means buying on grade. ‘This difference between 
buying on inspection and buying on grade is a very significant 
one. Its application is familiar in many of our marketing prob- 
lems. ‘The change from buying on inspection to buying on grade, 
however, necessitates the promulgation of clearly defined and re- 
liable standards. A buyer of wheat, for example, would want to 
inspect personally the particular grain offered for sale unless it 
represented a uniform product which could be adequately de- 
scribed to him by means of a designated grade and unless he had 
satisfactory assurance that the particular grain actually con- 
formed to the grade designated. However, having given these 
conditions it is obvious that the buyer would much prefer buying 
on grade because it would save him considerable trouble and in 
convenience. 

The same considerations apply in the case of farm mortgages. 
Being offered a farm-mortgage security conforming to a definite 
uniform standard and being offered satisfactory assurance or 
guarantee that the security conforms to the standard designated, 
the investor would undoubtedly prefer such security because it 
would save him the trouble and inconvenience of investigating the 
various conditions and circumstances affecting the original mort- 
gage and note. 

3efore proper assurance can be given the investor, however, in 
regard to the quality of farm-mortgage securities sold on grade, 
as in the case of farm-loan bonds, there are important consider- 
ations to be met. 


There is still a vivid recollection in the minds of many people, 
and especially of individual investors and savings institutions in 
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spection or supervision under state or federal law, whereas the 
land banks under the new law will be safeguarded by a careful 
system of federal inspection and supervision. The general ad 
ministration of the law is vested in the Federal Farm Loan Board 
of the Treasury Department, which is charged with the duty of 
designating the land bank districts and cities, appointing a tem 
porary board of directors for each of the federal land banks, and 
certain permanent officials, including bank examiners, appraisers, 
and registrars. Even after the federal land banks are ready for 
permanent organization, having received subscriptions for their 
stock from farm-loan associations amounting to not less than 
$100,000, the federal board appoints three of the nine directors 
for each such bank, while the associations of borrowers elect thi 
remaining six members. It is evident that very grave responsi 
bility is thus placed upon the Federal Farm Loan Board and 
that the success of the new system will depend in large part upon 
how ably and efficiently the board performs its duties. One of 
the most vital elements for success will be the fitness and energy 
of the men who are placed at the head of each of the land banks. 
Only active, experienced, and efficient men will be able properly to 
develop the business of these institutions. Such men must under 
stand fully the needs and interests of farm borrowers and estab 
lish such contact as will enable worthy farmers to take advantag 
of the new system without being subjected to serious delay; and 
at the same time they must understand and apply the rigorous 
standards of a sound and enduring business policy and thus be 
able to develop and maintain institutions for standard investment 
securities. Not only will the appointments made by the federal 
board be of the highest importance, in this connection, but an 
equally critical choice will be made later when the farm-loan as 
sociations themselves elect two-thirds of the managing bodies for 
the federal land banks. Will these farm-loan associations make 
their choices in keeping with the requirements of the duties and 
responsibilities involved? Will they place above all other inter 
ests the considerations of efficient administration and the mainte 


nance of uniformly high business standards? Will they be far 


sighted enough unfailingly to place the broad business interests of 
the federal land bank above what in some circumstances of sever 
pressure might appear to be the immediate interests of the bor 
rowers themselves? Here, again, the supervising function of th 
Hederal Farm Loan Board must necessarily play an important 
part in the successful development of the land bank. 
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In mentioning this possibility it may not be out of place to give 
warning against extravagant hopes for the elimination of farm 
tenancy. The existence of the tenant farmer in an agricultural 
economy rests on far deeper foundations than the one question as 
to what credit facilities are available. 

There are also benefits to the investor. He will have ready ac- 
cess to a standard form of security issued in convenient denomi- 
nations of $25, $50, $100, $500, and $1000. The opportunity 
and inducement for smaller savings than the minimum $25 bond 
is also provided. Each farm-loan association is permitted to re- 
ceive current deposits, giving therefor certificates bearing interest 
at not to exceed 4 per cent per annum and running for not longer 
than one year. These certificates are convertible into land-bank 
bonds when presented to the federal land bank of the district in 
amounts of $25 or any multiple thereof. 

There is one provision in the law that has been criticized be- 
cause it contemplates under certain conditions the temporary 
deposit of funds from the Treasury in a federal land bank. Such 
deposits, however, if made, would not be different from those now 
actually placed by the federal Treasury in existing banks. In 
any case, the Secretary of the Treasury is authorized to use his 
discretion in making such deposits and satisfactory security must 
be given by the federal land bank. The law provides that these 
deposits must not exceed $6,000,000 in the aggregate at any one 
time, and that the interest rate paid thereon by the banks must 
not exceed the interest charged for other government deposits. 

Much more important than the provision for government de- 
posits, from the standpoint of both the borrower and the investor, 
is the provision in the act by which all mortgages accepted and 
bonds issued under the law, and incomes derived therefrom, and 
also the capital, surplus, and income of the federal land banks 
and the local loan associations, are exempt from federal, state, 
municipal, and local taxation. This exemption will make the 
farm-loan bonds especially attractive to investors and will assist 
in reducing considerably the interest rate charged the borrower. 

In conclusion it may be stated that the benefits to be expected 
from the new system will be mainly the result of standardization 
as applied to the credit granted under the act and to the form of 
security placed on the market. The success of the new system 
will depend upon how satisfactory a standard for farm-mortgage 
credit is established and upon how well this standard is maintained 


by the land banks and the federal supervisory authorities. 
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good the obligation thus implied, in case of loss on the actual security. 


2. Economic law is violated by the provisions for: (a) Restrict 


ing the loaning operations of the joint-stock banks in arbitrary geogra 


phical limits. This ignores a fundamental principle of investment sell 
ing, namely, that an agency manned by men of good reputation in their 
own community can command much greater confidence than an equally 
reliable agency in another community. The law, however, forbids the 
utilization of this principle in the organization of well managed joint 
stock banks in the great money markets of the country to loan wherever 
there is demand for their funds. California can borrow only through 
local channels instead of directly from Chicago. (b) Fixing th: 
maximum interest rate by statute. The law of supply and demand 
will control the rate in any event, and a fixed maximum may conceiy 
ably render the act inoperative in the communities most in need of 
increased facilities. The experience of the states with usury laws is 
evidence of this contention. (c) Joint guarantees, putting good, bad 
and indifferent securities in the same category, penalizing the good for 
the advantage of the inferior. 

5. The act recognizes, although, in our own judgment, it does not 
taxation from the former to other classes of the population; (b) the 
dilution of government credit; (c) the erection of a new bureaucratic 
system without civil service or other hindrance to political exploitation ; 

d) the inflationary tendency of the act with regard to land value 

1 potent element in raising living costs. 

t. The act fails to serve its purpose in the following particulars 
imong others: (a) Restrictions on loaning are such that only about 
52 per cent of the farmers of the United States can qualify as bor 
rowers. (b) This 52 per cent constitutes that element of the farmers 
ilready best taken care of by existing agencies—no provision is mad 
for farmers who have not already security for double the amount of 
the loan asked for. The landless man, the tenant, the farmer and th: 
farmer’s son with small savings, who want to establish themselves on 
the land, are not served by the new machinery. (c¢c) There is no 
provision for the straight-term tvpe of loan now most in vogue with 
farmers. The amortized loan is compulsory. Experience in th 
United States has not evidenced a demand among farmers for th 
unortized loan. They prefer a loan carrying privilege of prepayment! 
in whole or in part, but without mandatory repayments, so that they 
can pay according to the season Why should a farmer who is a 


husiness man, and who makes his borrowed money earn him more than 


ition 


return his loan in driblets, 
encumbered meanwhile? 
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2. Public supervision of farm-mortgage banks is provided, putting 
this form of banking on a plane with commercial banking. 

3. Pressure is brought to bear on the states to enact proper title 
and collection laws. 

t. Provision is made for a standardized form of security that may 
command public confidence and that may be approved by the marke 
for its convenience and known stability. 

5. The act recognizes, although, in our own judgment, it does not 
properly provide for, the right and advantage of codperative credit 
arrangements among farmers. 

6. Appraisal of land is to be based on the earning power of the 
land appraised. Adherence to this principle would do more than any 
other provision of the act to check inflation of land values, and would 
operate the more advantageously because of the other provisions of 


the act encouraging inflation. 


James B. Morman.—Mr. Thompson's paper gives a review of the 
main provisions of the Federal Farm Loan Act which was signed 
by the President and became effective on July 17, 1916. In discussing 
this paper I shall confine my remarks almost entirely to a few economic 
problems which are raised therein. 

1. Two kinds of land banks. When it comes to a discussion of the 
intent of Congress in providing two systems of land banks, there is 
room for a wide difference of opinion. ‘This act as it now stands was 
a compromise between two widely divergent bills passed by the Senate 
and by the House of Representatives. When these two bills went to 
conference, the conferees after a struggle finally agreed upon the act 
in its present form. 

Congress as a whole had little to do with this measure except to 
vote upon it. The credit for the act is due to the influence of onl; 
a few men who were able to exert sufficient control over the Joint 
Committee on Rural Credits to have incorporated into the act certain 
well-known policies relating to farm-mortgage credit. While one in 
sisted on having a coéperative system of borrowers, the other insisted 
on a capitalistic system of lenders. The former is expressed in the 


federal land banks which can do business in farm-mortgage loans 


with national farm-loan associations only; the latter is expressed 


n the joint-stock land banks which can make loans to individuals. 
This law provides for a system of mortgage credit only. It is im- 


plied in the paper under discussion that the two kinds of land banks 


th two « 1 different credit basis. Thus 
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Now this combination of short-time with long-time principles ma) 

especially adapted to American rural conditions in certain parts of 
the country and among certain classes of farmers. It may result 
n the development of a more pronounced cooperative spirit among 
farmers in this country—a result much to be desired for the economic 
welfare of rural communities. 

At the same time it must be recognized that this is an experiment 
| rural credits which may or may not prove adaptable to American 
mditions. ‘The comparatively large size of the average farm makes 
organization and operation of a national farm-loan association in 

any parts of the country a problem not easy of solution. As pointed 
out by Mr. Thompson, the problems raised relate to financing associa 
tions, the territory they cover, the duties of the secretary-treasurer, 
ind the supervision over the expenditure of loans. These problems 
can doubtless be met, however, if they are fully realized at the be 
ginning. 

Following the principles of Raiffeisen societies, the successful fi 
incing of farm-loan associations can best be accomplished by as 
uch gratuitous service of members as possible. Neither the gov 
ernment nor the federal land banks will furnish the money to pay 
the running expenses of an association. Whatever expense has to 
be incurred must come out of the pockets of the members; so that, for 
the economical administration of a farm-loan association, it will be 
idvisable for members to render whatever service they can without 
compensation. Mr. Thompson cites in illustration the service of the 
loan committee which “supplies without charge an appraisal of the 
lands offered as security,’ though the land allows the reasonable ex 
penses of the loan committee to be paid out of the funds of the 
issociation. 

The question of membership and the extent of territory within which 


an asociation will do business is another problem raised as a result 


of granting farm-mortgage credit. The large size of the average 


\merican farm, equaling 138 acres for the whole country, a knowledge 
of the character and solvency of members, and the supervision over 
the use of loans by borrowers should necessarily limit the extent of 
territory of an association in order to keep down expenses. Such 
limitation is in accordance with Raiffeisen principles. With a limited 
territory, a small membership, and largely gratuitous service, the share 
of the expenses of an association need not be much for each member 


to bear. 
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to ascertain and report to said bank the amount of any delinquent taxes 
on land mortgaged to said bank and the name of the delinquent.” 

Now note what these two requirements taken together demand in the 
way of service on the part of the secretary-treasurer. He must know 
the contents of each member’s application for a loan, since it is re 
quired that each borrower state to what uses his loan is to be put. 
His application is sent to the federal land bank of the district and 
the bank keeps it. In order to become familiar with the objects named 
in the borrower's application, the secretary-treasurer should keep on 
hand duplicates of all applications for loans. In order to carry out 
the provisions of the law as to the supervision over the use of loans, he 
must visit every farm. He must also examine the tax books to find 
out if the borrower's taxes have been paid. The law requires the sec 
retary-treasurer, therefore, to exercise constant surveillance over the 
farms and over the activities of borrowers. If a large area is covered 
by an association, these duties mean the spending of considerable time. 
If the secretary-treasurer has to be paid in proportion to the amount 
of time spent under these circumstances, his remuneration will con- 
stitute a problem of no small magnitude to the officers and members of 
1 national farm-loan association. 

Another problem which arises in connection with making mortgage 
loans by the federal land banks is that of the obligations assumed in 
becoming a member of a local association. The borrower has to sub 
scribe for stock in the association to the amount of 5 per cent of his 
loan. This is an asset or investment. But in addition the borrower 
issumes a liability for the debts of the association to the amount of 
5 per cent of his loan. 

On this point I am inclined to take issue with the author of the 
paper, who maintains that the 5 per cent subscription for stock by 
the borrower “is not in the nature of an extra charge or bonus,” since 
he says that “‘the stock serves as an investment paying such dividends 
as may be declared.” 

The law permits the borrower two ways of providing for this stock 
subscription. He may either pay cash for the stock at the time he 
procures a loan, or he may borrow from the federal land bank “the 
sum necessary to pay for shares of stock subscribed for by him in the 
national farm-loan association, such sum to be made a part of the face 
of the loan and paid off in amortization payments.” 

Now, if the borrower pays cash for his stock he loses the use of 


that much money up to the time his stock begins to pay him dividends, 
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borrowers getting dividends soon or of getting any sum from th 


are more or iess uncertain. 
The writer of the paper also raises the question as to what coi 
stitutes a “farmer,” so that he may borrow of a federal lan 


It has been practically decided that the farm owner who leases his 


farm to a tenant on a cash or share rental basis is an absentee land 
‘d. As such he could not become a member of a local association 
id borrow of a federal land bank. He could, however, borrow of 
joint-stock land bank and thereby reap the benefits of tl Farm 


loan Act in the form of reduced interest rates, long-time loans, and 
n easy method of repayment. 

The farmer’s need for additional capital is met by a provision of 
he act. Mr. Thompson's statement on this point is not so emphatic 
is it might be made. He SAYS: “There is no reason why a borrower 
inder the act may not ask for a reappraisal after the loan has run 

few years, and renew or increase his loan.”’ 

The law says: “A reappraisal may be permitted at any time in 
he discretion of the federal land bank, and such additional loan may 


be granted as such reappraisal will warrant 


under the provisions 
his paragraph.” It is expected, therefore, that requests itor reap 


raisals will be made and that increase of loans will be granted as 


borrowers increase the value of their security by the productive use of 
he capital previously borrowed. 

In Mr. J hom} son's opinion the success of the federal farm loan 
ystem will depend on “the fitness and energy of the men who are 
»laced at the head of each of the land banks.’’ That this will be on 


f the most vit t 


al elements for their successful operation can not be 
ubted. But there is a still more fundamental factor of success than 
his, namely, the organization and successful management of national 


irm-loan associations. The federal land banks can only make loans 


through these associations and through agents. The latter must be 


ivings institution, chartered by the state in which it has its principal 
office.” But no agent can be appointed until the law has been in 
effect one year, and there are other reasons which make this provision 
inoperative. 

For the success of the federal land banks, therefore, it is vitally 
important that numbers of farm-loan associations be organized in 
very land-bank district. At present Mr. Thompson limits the general 


activity in organizing these associations to the South and West. This 
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Joint-stock land banks, on the other hand, may be organized in 
verv state; there is no limitation 


gvanized if the farm-mort 


as to the number that may be or- 


gage business warrants an increase in their 
number and if they offer the promise of profits to private capital by 
means of which they must be organized; and they can do business 
within the state in which each bank has its principal office and in one 


contiguous state. Joint-stock land banks, therefore, may cover the 


whole country in any number to meet the farm-loan needs of the dit 
erent localities. This is a decided advantage over the federal land 


nk system. 


From the standpoint of the borrower, the joint-stock land banks 


fier advantages superior to those of the federal land banks. Mr 


Thompson points out that “the door to a joint-stock land bank is 


ft wide open” to the individual farmer. He is not compelled to find 


ne or more other farmers to unite with him in order to get a loan; lhe 


not compelled to subscribe for share capital in the bank making him a 
oan; he bears no responsibility in the expense of running the joint 
stock land bank; and he assumes no 5 per cent liability in case of the 
bank becoming insolvent. 


[hus the individual farmer can proceed to a joint-stock land bank, 


ure his loan on precisely the same terms as of a federal land 


ink, and have no questions asked as to how he is going to expend his 
With a little more safeguard thrown around the use of loans 
le } 


DV 


joint-stock land banks, they could be made splendid institu 
ns for encouraging a serviceable system of mortgage credit among 
larmers. 


In like manner, if the federal land banks were so organized that 


ey offered equal or superior opportunity to individual borrowers as 
compared with joint-stock land banks, the success of this government 


supervised farm-mortgage system would be assured without the shadow 
a doubt. 


In the operation of the Federal Farm Loan Act, therefore, is pre 


ented a series of economic and social problems which are by no means 


fieult of solution. With these problems satisfactorily solved, the act 


full of promise for correcting a wide range of fann-mortgage abuses 


ind for bringing great benefits to farmers throughout the United States. 
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In Europe one must go to the relatively poorer nations, some- 
where back of the first rank in industrial advancement, to find 
incomes that we can say with any certainty are apportioned more 
evenly than incomes in the United States. But this is evading the 
issue. If our economic life is diseased, it is small comfort to know 
that the disease is world-spread. And are we ready to admit our 
willingness to submit the account of our own social and economic 
state for comparison on even terms with the reports from older 
countries? Has much of our talk about democracy, equality of 


opportunity, and “a fair field and no favor” been idle? Is it for 
nothing that men from the old countries have built up a new 
civilization here, leaving behind them, as they thought, most 
of the handicaps of inherited privilege, of class distinctions, and 
of a long accumulation of economic advantages, unevenly distri 
buted? Or is there something to be pondered in Mr. H. G. Wells’s 
observation: “Mr. Britling could explain away the faults of 
England readily enough. . . . But there in America was the old 
race, without Crown or Church or international embarrassment, 
ind it was still falling short of splendid”? 

If wealth were unmistakably more concentrated here than else 
where in the world, we should, very likely, be more alarmed about 
the situation than we now seem to be. But there are other things 
beside downright obtuseness and an easy satisfaction with our 
standing relative to other nations that may affect our attitude. 
In particular, I suggest, the sharp edge of these facts is blunted 
by the following considerations: (1) The picture they give is 
that of a cross-section of a changing, shifting current, rather than 
of anything that might be interpreted as a definite and final out 
come of forces now at work. (2) The meaning of inequality or 
concentration in the distribution of wealth and incomes is itself a 
matter of much uncertainty. (3) It is probable that complete and 
accurate statistics of the general sort that have already been used 
would still leave out of account some of the most pertinent facts. 
(4) Although we know that there is a high degree of inequality in 
the distribution of wealth, and although we know something of the 
general outlines of this distribution, the margin of uncertainty 
with respect to the facts is, nevertheless, so great that they have 
little compelling power. I shall discuss these points in order. 


I 
One does not have to shut one’s eyes to the gravity of the im- 


mediately pressing problems growing out of the unequal distribu- 
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resent purposes, stand without the support of a detailed analy 
is. But it is, I believe, in essential harmony with the doctrines 
ff most of the schools of economic theory. Its relation to the 
interpretation of statistics of the distribution of incomes and of 


roperty must be fairly apparent. Such statistics give a cross 


ction view of things; they speak for a given year or a given 
oment of time. But the operation of economic forces is not thus 


synchronized. The concentration of wealth that exists l any 
e time in a progressive society is in part an outcome of th 
ct that the productive army does not advance in even formation 
in its attacks upon the new sources of wealth. There is an a 
vance guard and there are laggards and stragglers. No on 
nows just how far the concentration of wealth would be reduced, 
just how far the forces tending toward diffusion would operat 
fectively, if economic progress should cease, if our dynamic so 
ciety should crystallize into a static state. But that distribution 
would be much evener seems fairly certain. The concentration of 
alth is in part one of the unwholesome fruits of progress. If 
concentration and diffusion are processes going on simultaneously, 
statistics show us merely the extent to which, at any one time, the 
forces making for concentration are ahead of the forces making 
or diffusion. 
It may be objected that this is to no purpose, or at iny rate 
ide the main point, that present inequalities in the distribution 
of wealth and the social problems growing out of them are non 


cet 


the less real. It is, of course, small comfort to those who are 


ng less than their fair share of the present product to know that 


hey or their successors are likely to get more, particularly if 
long with this assurance there goes the probability that new 
nequalities are to be built up about as fast as the old ones ar 
velled down. 

Now it is perfectly true that to impute these inequalities to on 
use rather than to another does not lessen their gravity. But 
the right diagnosis of a disease does have an important bearing 
ipon the choice of remedies. And so the right int rpretation of 
the statistics of the concentration of wealth must strengthen the 
convictions of those of us who are opposed to anything like an 
irbitrary leveling down of fortunes or a revolutionary change in 


ive us confi- 


the general structure of our economic life. It must 
dence that we are on the right road in our efforts to control mon- 
opoly, to restrict some of the abuses of corporation finance, to 
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range, With small incomes more numerous than large incomes, 
Pareto’s hypothesis is, in general, consistent with the common 
notion of the meaning of equality in distribution. But, so far as 


to, 


I know, it has not been noticed even by his critics that Pare 
brilliant mathematician that he is, made a curious slip in interpret 
ing the relation of his index to his definition of inequality. His 
ndex does not inere ase, as he supposed, with what he deemed 
inequality in the distribution of incomes, but decreases. It can 
be used, as Benini and Bresciani have used it, in this inverted 
ishion. At best, however, it is a poor index, being merely a rough 
measure of the evenness wil h which income receivers are distribut« d 
through the income range. It gives no simple and definite stand 
ird of comparison. The index becomes unity, for example, when 
the relative numbers of the persons receiving incomes of stated 
sizes are inversely proportional to the squares of their incomes. 
Hiow far, in general, the notion of an even distribution of incom« 
receivers throughout an income range differs from the common 
notion of equality in income distribution may be inferred from 
fact that, with an absolutely even distribution of income r 
ceivers over any Income range, the richest fourth of the popula 


tion would get seven sixteenths of the total income, while the 


poorest fourth would get but one sixteenth. 


For the most part, however, equality of distribution is inter 


preted literally; that is, it is taken to mean absolute uniformity 


in the distribution of income. Thus, when a statistician throws 


his estimates into the familiar form that assigns a certain (large) 


proportion of the aggregate income to a certain (small) propor 

m of families, the comparison inevitably implied is with a state 
of things in which 50 per cent of the families get exactly 50 per 
cent of the aggregate income and 10 per cent of the families get 
10 per cent of the income. And so with Dr. Lorenz’s graphic de 
vice for representing the way in which such proportions depart 
from the line of absolutely equal distribution. So, too, with the 
index of concentration which Professor Corrado Gini has sug 
gested as a substitute for Pareto’s, but which increases when 
Pareto’s decreases, and which becomes unity when one income 
receiver gets just as much income as another. So also with Gini’s 


other index, which takes into account the sum of the differences 


between each income and every other income. This index, it is 


intere sting to note, may be int rprete das a summary arithmetical 


expression of the degree of concentration denoted by the Lorenz 
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incomes in the United States. assigns about 27 per cent 


aggregate ine me to the ( 7 i f f the familie ind 


73 per cent to the richer half. ut is is a slightly 


ree of concentrati than would be given by a normal frequency 
stribution with half the incomes falling between S900 and 
2100. This su 


ree of concentration can give, by itself, an adequate notion of 


ggests that no singl or general statement of the 
extent to which the existing distribution of wealth has to be 


emed unsatisfactory. And instead of tabulating the statistics 


the misleading form of the proportions of aggregate incom 


property in the hands of stated proportions of the population, 


is better to use a simple frequency distribution, showing the 
lative numbers of income receivers or property owners in thi 
ferent income or property classes. Such frequency distrib 


adequately described and compared, one with an 
with various ideal schemes of distribution by the use of 
const ints devised by Pearson for measuring the ir spre id, 


vness, and curvature. Such a handling of income statistics 
to focus attention upon the really important things, which 


the upper and lowe r limits of the incom scale and the manner 


which income receivers are distributed between these limit 
amount of concentration, the amount of departure of a con 
tion of uniform incomes, does not matter so much as does the 
form of the income distribution underlying the con 
ration. An identical general degree of concentration may 


from a fairly good and a very bad distribution of incomes. 


The worst thing in the present situation is undoubtedly the 
treme skewness of the income frequency curve. The mode—the 


st common income magnitude—is very close to the lower limit 
f the distribution. ‘Then the income curve descends rapidly as 
e higher incomes classes are brought under review, reac] 


ing 
dition of relative attenuation at incomes of only a few thousand 
rreat distance before 


lars, but stretching on for an absurdly = 


the maximum incomes are reached. The problem of poverty and 
the problem of great fortunes are the problems of the lower and 
ipper limits of this income curve. But, seen rightly, the problem 


of great fortunes is only part of the larger problem of the general 


skewness of the curve, the problem, that is, of the extrem ly small 


erage differences in the incomes of persons in the lower 


he income range and the unduly rapid increase of these averag: 


+ 


differences as the view is shifted to successively higher income 
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a hundred billion dollars 


than a thir represent 


hysi 


| units, together with the increase in the unit value of short 
ed equipment and products—the current assets of the nation. 
he balance of this increase consists very largely of net apprecia 

mn in tl f land and other durable forms of wealth. 
enormous am ise values, monopoly ri 
ll and other naib titive advantages that does 
to the 5 ent. Al f er, 1 is likely that the 
annual additi t ie national distribuendum on 
imounted to as much as five and 
n dollars, making a difference of 

national Income statement. 

h income statistics is that 

reases in capital values, even when thes¢ 
actual sales, exec pt where specul ition 1s car 


ca On as busines Now Ca) emrect of thi inclusion 0 
upon the appar nt degr inequ lity In the distribution 
incomes will depend very lar I; 1] - they are counted 
il sale or set down ve irly as 

farmer who bought a hundred-acr 

hen it has been increasing in money 

farm lands have, at the rate of $2 per acre per 

it with a gain of $2000. If all of this profit 

set down as income for this year, it lifts him, for the once, into 
ie higher income groups and increases the general skewness of 
distribution of income for the year. But if accruals had been 
counted at the rate of $200 a year for ten years the increas« 
would have been unlikely to have carried him up above the aver 
age income for the country. In fact, the skewness of incom 
distributi ight very possibly have been reduced. Moreover, 
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an iipression i igher gr ol nequality 
f property than really exists. Not only « 

ny men grow richer a y grow older, but some men grow ri 
r than others, whil m especially among those w 
property, grow poorer as they gr older. It follows tl 
inequality Of possessions amon; erson the end 

ist be very much g * than among the living po} 
isti ol izes of estat imi to probate are nearly 
hless unl hey are accompan f statistics of the ages Oo 


decedents. An with the pi { t ics thrown out 


tually nothing that gives us any adequat 


wealth in the Uni 


Without know cape i wa 1 Which the owns rship of prop 


hy ‘income statistics largely guesswork, 


ty is distributed, wi 


ul their meaning and significance uncertain, we have naturally 
4] ] 


the problem of th personal distributi alth in terms of 
things we could see ; ‘tal enormous fortunes 
extreme, a great m: ork ur the poverty line at 


Right though we king t things seriousl 


hardly be willing to rest content with a social prog 
de up of anti monopoly laws, inhe nee taxation, and la 
lation, and a philosophy of economic reform compounded 


lanthrophy, of an avowed faith in industrial democracy 


an attitude of jeal aggression toward great riches. 


omists we are inter d ; ont » be interested, in know 

the present economic ieme is bound to end in disaste? 
ther, with a little patching, it « n be made to get along’; or 
ether its essential principles need to be safeguarded and main 
ne OIVING Ww om oO id ne mint t 
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of competitive opportunity. In no other way could so m 


t be thrown upon this fundamental probli m as by a thoro 

ing and authoritative stud: ' the actual distribution of 

ty and incomes. We lack satis ctory methods of analysis 
terpretation, but most of ; ' lack the facts. Gene ral 
ressions will not suffice; in matters like this we are right in 
leferring judgment until we know, and know accuratelv. It is 
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DESIRABLE ADDITIONS TO STATISTICAL DATA ON 
WEALTH AND INCOME 


By I. Kine 


The University of Wisconsin 


I THe GENERAL CHARACTERISTICS OF AVAILABLE STATISTICS 


As soon as one essays the task of analyzing existing informa 
on concerning American wealth and income and their distribu 
tion, he is quickly faced by the fact that, in almost every instance, 
e data is strikingly incomplete. But this seantiness of desired 
gures does not come to pass because of any shortage in the effort 
vhich has been expended in the collection of statistics. My 
ited experience has convinced me that there is no subject under 
sun concerning which facts have not been tabulated. Should 
vou desire to know the number of grains of sand in the sea-bottom, 


e number of salmon caught in the Columbia, or the number of 


“suckers” caught by “blue-sky” corporations, the figures have 
wen computed. If you are curious to ascertain how many days 
ibor it took to build the pyramids, how many germs you con 


imed at this morning’s breakfast, or how many times per pag 


Shakespeare used the word “and,” rest assured that the data art 
waiting your examination. But, as a prominent advertisement 


ised to read, “It is not so much to know the law as to know where 


to find it.’ and most of this marvelously varied collection of 


tatistical information is buried far beyond the depths to which 


catalogues, dictionaries, or bibliographies give the slightest clues. 

There is, then, rather a superabundance of statistical, or pseudo 
tatistical, information reposing in our libraries; but should we 
be interested in the problems connected with the wealth and income 


of the America 


people, we soon discover that the figures which 
we desire are not obtainable in any continuous or systematized 
form. And this may be said without in any way disparaging thi 
able officials who have been in charge of the census and our statisti 
cal bureaus. The funds at their disposal are distinctly limited 
ind they can only collect data concerning facts for which they 
believe the demand is most general. In order to assure continuity, 
which is such an essential feature if statistics are to prove of 
value, it is imperative to follow rather closely in the footsteps of 
one’s predecessors, and, hence, the nature of the material gathered 
s largely determined by the forms outlined many years ago to 


meet the demands of that day. 
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pace with the price of food, information would prove most scanty. 
Should you hope to ascertain whether union men or non-union 

en were more frequently unemployed, you would be disappointed. 
A tremendous amount of effort has been expended in studying 
estions of merely local or temporary interest and very littk 
( ulway has been made in coérdin iting these scattered endeavors, 
niting the results, and presenting them to the public in a simpl 
ind intelligible form. For example, the United States Bureau of 


bor collects dat 1 on wages In thi manufacturing field ; so doe 


Census; so do the labo. bure aus of some ot the states. At the 
e time, it is most difficult to find any continuous records of the 


ges of miners, farm hands, clerks, domestic servants and other 
ry numerous and important classes of workers. In some in 
tances, Wages are given by the hour, in some by the day, in some 
y the week, and occasionally by the month or year; but only 
rely are we informed as to the average number of hours worked 

my of the longer periods, hence accurate comparison is mani 

Ly impossible. 

\ccording to my perhaps archaic views, en rgy too frequently 
is been expended in trying to demonstrate perfectly obvious 
icts. We all know from common observation that many men 


eive such low wages that they cannot support their families in 


comfort. It is also perfectly evident that the poorer families 
spend their entire income for something—and these facts are ap 
uently the leading ones that have been developed by many of th 


cent budgetary studies. ‘The difficulty seems to be that many 


pecialized inquiries are undertaken without first clearly defining 
problem to be solved and, in every such case, the usefulness of 
results is likely to approach zero. 
It is probably too iridescent a dream to ever attain r ality, but 
would cert uinly be most helpful if the collection of all statistics 
i given type might be centralized in some one bureau and pub 
lished in standardized form from month to month and year to 
year. Before beginning operations, this bureau should devot« 
very much time and energy to ascertaining exactly what problems 
entific men believed most in need of elucidation and, having 
formulated these problems in the most exact fashion, it would then 
be the work of the statisticians to devise ways and means of solv- 
ng these. It would seem that the talent of both the Associations 
ere represented might very well be utilized in framing the new 
topics of investigation upon which they believe further knowledge 
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tO CANCCI 


re will be a noticeable tendenevy for errors 


same facts would be ti is I gards re ported liabilities, 

th the tendency in this case would presumably be stronger to 
than to over-estimation. 

‘he first step in the census inquiry would be drafting of 

best possible question schedule. Much careful study would be 

ded before the final forms were ready for the printer. Th 

iow ne outline Tro igh tentative classification 


the various categori It] onging individua 


Mines 
Miscellaneous 
insition or Capit il Goods 
| Buildings 
Machine r\ ind equipmel 
Live stock 
Raw materials 
Dealers’ stocks 
6. Miscellaneous 
Direct or Consumption Goods 
1. Residence and park land 
Houses, hotels, theatres, churches, ete 
Furniture, clothing, jewelry and miscellan 
1) laim Goods 
Notes. mort 


2. Stocks 


gages, bonds, et 
Insurance policies—cash surrender value 
t. Miscellaneous 
Liabilities 
\. Current accounts 
B. Short-term notes 
( Bonds and notes secured by mortgage 


1) Miscellaneous 


Our inhabitants are already required to give much o 


mation so that the new questions to be added to the 
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Acsrecare NAatTionaLt INCOME AND ITs 

A study of wealth distribution is interesting because it « 
with the rights of control. Property necessarily means econo) 
power and is ordinarily the key to other kinds of power as 
\ man’s control over his own time, over his own freedom of 
ment from place to place, over the activities of other men, o1 


1] 


the uses to which goods shall be put, in short, over the whol 


modern system of production varies directly and almost propor 


onally with the value of the property rights which he possesses 
To the ambitious man who believes that leadership is the only 
worthy goal or to that political scientist who considers gover! 
nental control the chief end of human progress, a study of prop 
erty distribution seems most vital. On the contrary, to those who 
think more of immediate economic welfare. who are interested in 
comforts and conveniences of every-day life, the question of 
ealth or property may seem of little import. Such persons will 


iturally turn their : tion the various types of incom 


rather than to wealth. 

The kind of income with which people are most 

rned is, of course, real or psychic income. Thus far, how 

his particular speci s has successfully defied all attempts at a 
urate statistical measurement. Apparently, the commensurabl 
phenomenon which most nearly resembles psychic income in 
nature of its variations is income in purchasing power, and thi 
is merely a calculation of what book or money income would be if 
he price level never varied. Since, in reality, the price level is 


. ] - 
ways fluctuating, we can only measure income in purchasin 


power by computing an average index of the prices of 


hich some designated class of persons actually purchases 


then compare the average relative price changes in 
odities with the average relative changes in the book or 
ncomes of the persons composing the class in question. 
we attempt to measure the supply of economic goods avai 
i given person or class by means of the roundabout device of 
roducing commensurable money values into both terms of a ratio 
ith the knowledge that the monetary factor will cancel itself 
n | disappear. 
it, therefore, we desire to add anything worth whil 
ting knowledge concerning income distribution or ch 
can only hope to succeed by improving our data concern 


or money incomes and various kinds of indices of prices 
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smaller than the others cccording to whether the in 
ventory of accumulated goods on hand was diminished or increased 
during the period considered. 

To estimate total consumption, it is necess iry to differentiate 
between goods used directly and goods used indir ctly. It is neces 
sary to evaluate the services of durable consumption goods an 
the direct services of persons. This includes such nice problems 
is estimating the value of poultry, vegetables, fruit, ete., con 
sumed on farms ; the aggregate rent il value of resid nees, and the 

mount spent for entertainment. Such estimates generally cor 
st in little more than assuming as the correct figure the mid-point 
between possibl limits of error. 

Total book income for the nation can be estimated with a highes 
degree of accuracy than can total consumption. The former may 
be approximated by adding together estimated individual book 
incomes. Data concerning average wages in different occupations 
s quite abundant and the census gives us a fair idea of the averag 
number of persons following each calling. But even this process 
s not free from difficulties. Laboring families obtain much of 


heir income from property owned, by renting rooms, by keeping 


boarders, ete. About the only study throwing enough light to be 


vorth mentioning upon these supplementary income sources is the 
t] 


Kighteenth Annual Report of 


( Bureau of Labor, and this is 
thirteen vears old. It is possible that conditions have changed 
oticeably during this interval. Add to this difficulty the pre 
sumable underestimation of incomes in the federal and state tax 

s of the wealthier classes and also the lack of information con 
cerning the vast numbers of persons such as farmers and small 

erchants who are not employees and are still too poor to pay 
ut income tax, and the apparent simplicity of the problem b 
comes less evident. 

The last recourse, then, in attempting to ascertain total na 
tional income is to turn to data on production. It is possible to 
find recorded values for most of the raw material and to trace thi 
various value additions successfully until the finished product 
finally emerges. But even this route is by no means all smooth 
sailing. We know the v: added by manufacture and by trans 
portation, but what about the value added by the great mereantilh 
class? True, data is gradually cccumulating concerning thi 
fraction of the final selling price going to remunerate this function 
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sarv to make considerable modifications and alterations, the diffi 


culties and mooted points have, al le i a been cl urly bre ioht to 
light. 

The income receivers would naturally be divided into individu 
ils, partnerships, and corporations. The individuals ought prob 
ably to be reclassified on lines identical with those used for wealt] 


This plan would have the merit of facilitating ce mparisons of 


wealth and income. 


So much for the desired data on income which the census might 

ll attempt to gather in order to clarify th prob! ms of distri 
bution After such an invest on, we could hope to answer 

re definitely questions not only concerning distribution among 

lilies but also among the factors of production. These elabo 

te decennial studies are highly desirable in order, first, to g 

i. well-established bass ol op r tic n and, lat r, to serve is guid 


ts to prevent us from wandering into paths of error. But, in 


irly every field of economic activity. noteworthy fluctuatior 


ike place between the census years. These fluctuations ar 
rgely cyclical in their nature and are of such great importar 

that the government can ill afford to ignore them to the deg: 
ich has been done in the past. To study these cyclical mov 


ents, we need not decennial, but rather monthly or at mo 


uarterly, reports. Evidently, this type of study must be cari 


! by enumerators who are always in the field. For such sti 
complete data are not only forbidden by prohibitive expense | 
ire absolutely unnecessary and useless. What is essentia 
ollection of samples properly « ributed both geograp] 
lustrially. 
The sampling for this purpose should be done on the theo 
onsidering each citizen equally important. This means 
unples should be collected from each state in proportion to t] 


ypulation; that the urban and rural districts should furnisl 
mples in proportion to the inhabitants residing in each; and 
that the samples from each industry should be numerous in pro 
portion to the number of workers which the industry employ 


Were it not found feasible to apportion the samples in this fash 
ion, the same results might be mathematically obtained by givin 
( ich \ iriety of samples the weights necessary to place ill 


iwerages upon the basis of numbers of persons. 
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II. The Hours of Labor per Week 

or this purpose, all employees should be divided among thi 
same industrial and occupational classes used for ascertaining 
he price of labor for the general price index described abov 
With information available concerning the price ol labor pel 


hour and the hours worked per week, we are prepared to tell 


something concerning the fluctuations in the laborers income. 


[1] \ Consumer's Index of Prices, Subdivided According to tl 
Following Classes of Consumers: 
\. Rich 
B. Upper middle class 
( Lower middle class 
DD. Poor 
The consumers’ index should evidently have each article weighted 
proportion to the amount thereof consumed by the given class 
We have long possessed a satisfactory food index number. — B« 
nnings are being made by the United States Bureau of Labor 
recording the prices for dry goods and fuel. But dry goods ar 
ot the only kind of clothing, and price changes in so narrow a 
ficld may be far from typical. A large share of the ordinary con 
mer’s budget fails to appear in any governmental price record 
So far as the federal retail price indices are concerned, we do not 
ve in houses, wear coats or shoes or hats, use electric lights, go 
to the theatres or movies, ride on the street cars or railway trains, 
ul newspapers, or pay doctor bills. In brief, there is no index 
number in existence which enables us to tell with any reasonabl 


degree of accuracy whether either wages or income in purchasing 


power are going up or down. ‘The institution of such an averag: 
index number seems to me to be the most vital addition to our 
continuous statistics needed at the present time. 

These figures should not only be gathered for the present but 
should, so far as feasible, be carried back into the past. The 
obstacles to obtaining standard articles to represent each type of 
expenditures is great but they may be overemphasized. With 
patience and sufficient appropriations, it seems entirely practicabl 
to present a consumers’ index extending back for at least a coupk 


of decades which would be accurate enough for all intents and 


purposes. After all, most peopl are not interested in minutiae 
ind a statistician is, in no sense, in duty bound to present only 
figures which are accurate to a high degree. The accountant 
must make his accounts balance to a cent. The statistician needs 
only to be sure that his figures are accurate enough to answer 


truthfully those que stions which they purport to answer at all. 
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V.—SuMMAR) 
The ideas which 1 have attempted to set forth here might | 
summed up as follows: 


1. We need an enumeration of the most important problem 


to be solved. 


2. Th facts necessary to solve these problems should be 
curately determined upon. 


{ 


It would be the legitimate function of a joint committee of th 


\merican Statistical and Economic Associations to outline both 
the above fields in detail. 


3. The present duplication of work in these fields by different 


ite and federal bureaus should be climinated, all statistical work 


this nature being placed under the direction of one central 


This central bureau should so systematize the work as to Ve 
mity and continuity to the entire field. The prin ipal averages 
if wages, prices, etc., should be presented monthly with a prompt 

ss and regularity approaching that which characterizes the ap 
. 
irance of the rv ports of the Weather Bureau or the index num 
rs published by financial magazines. 


We are fond of boasting of American efficiency and here seems 
» be an opportunity of demonstrating our claims in this line by 


ing into operation some such program as the one just out 


ned If successfully executed, this would certainly set far to 
e front a new standard in the field of wealth and incom 
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again slow to believe that the amount of wealth, in any sense which has 
social significance, increased in such amount. The explanation for the 
figures probably lies in the inflated values in 1912 as compared with 
1900. Moreover, in all estimates of national wealth there is danger of 
omitting from the estimate socialized wealth. Wealth which is trans 
ferred from individual ownership and which becomes a common pos 
session is likely to shrink in terms of monetary value. For these 
reasons it seems to me that the figures thus far published do not con 
tribute very much to the solution of economic problems as they present 


themselves to students at the present time. 


GrorGE E. Roserts.—I have no criticism to make of the papers 
which have been presented, but before the discussion closes I should 
like to see a litthe more emphasis given to one phase of the subject. 
The question is whether the available figures for the distribution of 
wealth really mean what they appear to. The figures commonly used 
purport to show the ownership of wealth, and they relate almost en 
tirely to the ownership of productive property, and they certainly do 
not give a true showing of the distribution of the necessities and com 
forts of every-day life. 

Professor King has divided wealth into four classes, but for the 
point I am making I would divide it into two classes. There is the 
class composed of things which minister directly to our wants and 
welfare, such as food, clothing, houses, schools, hospitals, ete., and 
there is the class which is the class composed of productive property, 
which is useful only as it produces the goods and services of the first 
class. It is in the ownership of property of this second class that the 
inequality of wealth as shown by statistics exists. But these statistics 
are not as significant as they are usually represented to be, because the 
benefits of productive property are not restricted to the owners. On 
the contrary, they are shared by every person in the community. The 
benefits of the development of the steam engine are not confined to 
the owners of steam engines; the benefits of railways are not confined 
to the owners of railway shares. We have seen in the last few years 
a vast expenditure of money for the improvement of railway terminals 
about New York, and the benefits of these improvements will go to all 
the residents of the country, not simply to the owners of the railways 
or the residents of New York, but to the people of the whole country. 
It has been recently demonstrated that important economies can be ef 
fected by the use of electricity for motive power on the railways, and 


it is desirable, not only from the standpoint of the railways but from 
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of the government to take back, as change, that part of the large in 
comes granted by it (through the law of property) which does not 
act as an incentive to production, makes it necessary to impose taxes 
which do trench on the necessary incentive and which thus, by lessen 
ing production, increase the cost of living. Because, lastly, the choice 
of the channels into which industry should be made to flow ought not 
to be left to the whims of a comparatively few rich men to whom the 
government seems at present to have delegated the power so to choose. 

Precisely what forms of income could be more equally distributed 
without checking the incentive to produce is another question. It is 
one which Mr. Roberts does not attempt to answer, since from his 
point of view it is irrelevant. But equally irrelevant, from his point 


if view, must be any dispute as to the title to any property. 
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of the war, but shows in its statement gold holdings or credits 
abroad amounting to about $275,000,000. The latter probably 
represents its contributions to the allied pool. The Bank of Rus 
sia also shows large gold credits abroad, and although for a tim 
it showed more gold in vault than at the beginning of the war, it 
now shows about $25,000,000 less than at that time. The Bank 
of Italy has lost about $30,000,000. All together, not counting 
the French and Russian credits in other countries, the five belliger 
1t countries named have about $375,000,000 more in their bank 


ent 
ing and currency reserves than when the war began. This takes 
» account of gold in the allied pool, if, as understood, these funds 


do not appear in the statements of the Bank of England. Beforé 
the war the National Bank of Belgium held approximately $60, 
000,000, which presumably has been added to the reserves of the 
Bank of England or the Bank of France. The total net increase 
n available gold, in all countries, according to these figures, is 
ibout $1,870,000,000. ‘The world’s production of gold from thi 
nines has been about $1.000.000.000 in two years, and the con 
-umption of new gold, although presumably much less than usual, 
ust have been at least from $75,000,000 to $100,000,000 per 

uv. If these figures are accepted, the amount of gold gathered 
nto the great central banks from other banks and from circula 
ion, from private hoards, and recovered from use in the arts, 
would aggregate approximately $1,000,000,000. Knowing what 

is been done in Germany and France, this is an entirely reason 
ible estimate. 

It is not likely that the countries at war, excepting Japan, will 
be able to add to their sold stoc ks during the war. The new 
production, running at $500,000,000 per vear, will go to the 
France, Italy, and Russia, probably will be depleted by payments 


to the neutral countries Norway, Sweden, and Denmark have 


neutral countries, and the present holdings of Great Britain, 


now raised obstacles to the importation of gold, and the Bank of 
the Netherlands is discouraging further importations. It looks as 
though the United States would have to take the bulk of the 
world’s production and of the stores released by Europe. 

The increase in paper money outstanding in the countries under 


review has been as follows: 
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sively high in these countri r ake mvestments abroad. It 


sounds very strange to hear of a country’s compelling its own 
citizens to invest their capital abroad instead of at home, b 
is pre cist ly the attitude of the Scandinavian countries 
ent time. Holland has the same at le, although it has passed 
no legislation, but s been tal ts tra balance against Eng 
land in British Tr ur b iS. ub] en and bankers 
these countries recogniz that, der present conditions, additions 
to their money supply wi armful rather than beneficial. 
Banking Sit 

The total stock « ( thie ited States at the 

ne, 1914, wa icially estimated at $1,890,678,000, at 
date in 1915 at $1,993.54 it the same date in 
$2.636.000.000. and ovember 1, 1916, at $2,700,136,976 
The figures for the amow gold in all banks are not availabk 
for these dates, but, including gold certificates, the holdings of 
national banks and the twelv deral reserve banks and reserv 
agents at the close of June, 1915, aggregated $849,352.370, an 
on the same date in 1916 ag ted $912,657,.000. 


The loans and discoun! tional banks, and « 
banks and private banks ; rust companies making 
ports, on June 23, 1914, aggregated $15,288,357.283: 
50, 1915, aggregated $15,722,440,177; and on Jun 
iggregated $17.811.000,000. 

The loans and discounts and investments in bonds and « 
securities of national banks were $8,331,000,000 on June 
1914; $8,824,000,000 on June 23, 1915: $9,936.000.000 on Jun 
50, 1916; and $10,212,000,000 on September 12, 1916. 

The summary of the condition of all national banks on Sep 
tember 12, 1916, prepared by th Comptroller of Currency. 
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But money is subject to the same influences which affect the 
value of any commodity. If the supply is increased, more will be 
offered in the exchanges and the value will be lower. Moreover, 
the above view overlooks the fact that gold is not only a medium 
of exchange but the standard of value and basis of credit the 
world over. Gold is a commodity which has extraordinary rang 
of utility. It is not only money but capital, and the most liquid 
form of capital. It can be readily converted into any other kind 
of reproducible property. ‘The man who has $100,000 of capital 
invested in a mill may not be able to convert it into cash, but the 
man Who has $100,000 in gold can hire labor and buy machinery 


ind have a mill in a short time, and that is precisely what he will 


do if the returns from milling property are long maintained above 


ordinary interest rates. 


It is this universal convertibility which gives gol 


rol 


1 its command 


ng influence in the business world, and makes it different from a 
ere instrument like a railway car. The man who has gold at his 


command is a possible competitor in every business, anywhere in 


the world. Experience shows that under normal conditions men 


ill not, for any length of time, sit with idle money in their hands 


while business about them is prosperous, They may attempt to 
buy into going concerns, which will bring about a rise of stocks, 
but after the value of these going properties has risen above thi 
cost of duplicating them there is an inducement to hire labor, buy 
naterials, and construct more plants. In this manner an increas 
ing supply of standard money becomes effective upon prices. Thi 
new supply is In listinguish ible from the old, it increases the bank 
reserves, it lowers the rate of interest until it finds employment, 
nd in the process of employment it creates a demand for property 


nd for labor and materials. 


KK credit and modern banking or 


It is true that the use of ban g 
ganization economizes the use of standard money, but this means 
in increase, not a decrease, in its effici ney and influence. 

Under normal conditions, the influence of increasing supplies of 
money in one country is modified by the intimate relations existing 
between all countries in the modern world. An influx of gold, in 
creasing bank reserves with the subsequent influence upon industry 


ind prices, cannot go far without sett 


ing counteracting influences 
in motion. The country experiencing this phenomenon becomes 
a good market in which to sell both securities and commodities, 
the inflow of gold is automatically checked, and the movement 


possibly reversed. Familiarity with these tendencies has resulted 
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for starting new enterprises, is very great. But industry is al 
ready working to its maximum capacity. The concern which sets 
out to increase its capacity, or the individual who sets up a new 
enterprise, must begin by hiring labor away from some present 
employer by offering a higher wage, and by bidding over competi 
tors for equipment and materials. The effect is to raise wages 
and prices, and this movement is going on all around the circl 
of the industries and is bound to go on, so long as bank reserves 
increase and the profits of industry are large enough to encourag: 
expansion. ‘This competition of a rapidly increasing supply of 
capital for a limited supply of labor does not increase production, 
except as that may result from the concentration of labor in th 
industries that can afford to pay the highest wages, and in trans 
ferring labor from the making of current supplies to the construc 
tion and improvement of productive works. A considerable share 
of the present congestion in the steel industry is due to the amount 
of labor employed in enlarging the steel works. This, however, 
for the time being, contributes to the rise of prices in the steel 
products. 


Restraining Influences 


Undoubtedly the people of this country have been kept unde 
a large degree of restraint by their own sense of prudence. Th 
have recognized that present conditions are abnormal and present 
profits temporary. Otherwise a stock having $100 of assets be 
hind each share and earning at the rate of $40 or $50 per shar 
per annum would be selling for more than $125 per share. If th 
farmers had any assurance that the prices of wheat in the last 
two years would rule for many years to come, farm lands would 
advance in value, the farmers would be more active bidders for 
labor, and the loans of country banks would go up rapidly. Th 
situation is held in check by uncertainty and the full natural effect 
of such an increase in gold reserves is not obtained. 

There are various restraints upon the immediate influence of 
these increasing reserves. A general readjustment of wages and 
prices works out 


gradually. Wages, prices, and charges of all 


kinds do not change uniformly; custom has much to do with them. 


Hence a rise of prices, particularly of necessaries, curtails the 


purchases of many people, interferes with general distribution, 
and thus puts a brake on the expansive tendency. If gold con 
tinues to come in faster than it can be absorbed it is dead in the 
reserves, without effect. 
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addition to our high prices. Furthermore, in view of our high 
price level we cannot expect this country to be as favorable a 
place at which to manufacture for world trade as the European 
countries. Capital and labor must get together at some spot 
where raw materials and coal or water power are available, in 
order to develop manufacturing. We shall have capital after th 
war but shall not have labor enough to employ it. The labor ol 

1 of America will have to be brought to 
gether. Will labor come here or will capital go there? One o1 


the other must occur before the equilibrium is restored. 


Kurope and the capital 


An Export of Capital 


Conditions seem to favor the transfer of capital, in the form of 
gold, to Europe rather than the removal of population from 
Europe to America. ‘This will certainly be true if costs are going 


to fall more rapidly in Europe than in America, and, besides, 


Kuropean governments may raise obstacles to emigration. 


The natural readjustment would seem to be for gold 
k 


idle he re, or if not idle l disturbing factor, to go bac to the 
reserves of Europe. It is simply impossible for all of this 

and the new accretions that are expected, to be employed here. 
In the first place, we may hope that our peopl ire too caut 

to use it. They dare , in the face of present world conditi 
create the huge body of indebtedness which such an amoun 
gold would normally support. The multiplicity of readjustmer 
in Wages, prices, and income of every kind, cannot be made fas 


enough to enable our people within themselves to support suc! 


development of industry as would be required to employ 


umount. ‘The level of prices which would be established by 
ictual absorption and employment of so much gold would put us 
far above the possibility of selling anything abroad save a surplus 
of natural products, and the margin of profit upon these would 
diminish, thus reducing the purchasing power of the producers. 
We should be the best market in the world to sell manufactures in, 
and under these conditions it would be impossible to carry the ex 
pansion farther. When goods can no longer be distributed the 
rise of prices must stop. 

Further supplies of gold simply cannot be absorbed. If they 
stay in the country they must stay as capital which is dead here 
although needed elsewhere 


The natural development after the war, therefore, is for capital 
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premium for the importation of American gold. ‘The American 
nvestor can take gold there, convert it into a larger amount of 
currency, and use the latter with which to make his capital in 
vestment. ‘The expenditures for equipment for these enterprises 
vhich under normal conditions would be made in the United States, 
ll be made in Europe, for even American investors cannot afford 
to inflate the capital cost of their enterprises in foreign countries 
bove the cost of rival enterprises 
nster of Gold Necessary and Ine il Olé 


In short this will be a world market for securities until we aré 
drained of our surplus gold, and interest rates here are back into 
balance with London, Paris, and Berlin. And there is nothing to 
object to in all this: it is desirable from every point of view that 
release this idle purchasing power, and that the normal equi 
rium be restored as soon as possibl It will be well for us to 


rk intelligently to this end. 
Fede ral serve Syste 


One of the fir preparatory steps should be to make such 


imendments in the Federal Reserve Act as are necessary to enable 


ral reserve banks to more readily attract this newly ac 
uired gold into their vaults. In their anxiety to decentraliz 
banking business the authors of this act neglected to central 
the gold reserves, which the most important requisite of 
erve system. The result is that while the country’s stock of 
| has increased from January 1 to November 1 by approxim 
tely $400,000,000, the Federal Reserve Bank of New York, upon 
which the demand for gold for export must inevitably fall, has 
gained less than $5,000,000, and all the federal reserve banks 
together have gained only $132,000,000. With $2,700,000,000 
of gold in the country there is barely one tenth of that amount in 
the Federal Reserve Bank of New York, and the really free re- 
serves in the other reserve banks are comparatively small, when 
considered in relation to the probable demands upon the system 
ifter the war. The federal reserve system has not acquired such 
control over the gold stock of the country as its responsibilities 
require it to have. It does not compare favorably in this respect 
with the great central banks of Europe, whose functions it was 


pl inned to perform. 
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fluctuation and extra risk between him and the world’s market. 
Every element of uncertainty between producer and consumer is a 
barrier to trade, and the busine Ss world is always striving to el 
nate them. The United States, after many experiments, broug! 


ill its varieties of money to the gold standard, for one reason, in 


order that its producers and wage-earners might receive their pay 
by the same measure of value by which their products were sold 
n the markets of the world. Another reason was that capital 
from other gold standard countries might flow readily in and out 
without the risk of loss in exchange. With the unit value of 
every country fixed in gold, the money of every country has a defi 
nite relation to the money of every other country, contracts to 
buy in one country and sell in another are upon the same basi 
risks are eliminated and intercourse is facilitated. It was a 
triumph of civilization to bring practically the whole world to th 
use of one standard of value, and the same influences that brought 
it there, step by step,—country by country, feeling its way—w 
keep it there. No single nation can afford to leave it, for by 
doing so it would introduce an element of uncertainty into all 
transactions between it and other countries. Will Great Britain 
with her world trade, or Germany with hers, set up independent 
standards of their own, fluctuating in value from day to day fro 
the standard of their customers? It is one thing to suspend gold 
payments, temporarily, in a time of war, when as in the case of 
Germany, foreign trade is suspended, and, in case of England, 
other considerations aré momentarily more important, but 
would be a different thing to cut loose from gold. Germany sus 
pends gold payments now to buttress her monetary system and to 
make more certain her ability to maintain the gold standard after 
the war. 

It is a mistake to imagine that the countries which are below 


their normal supplies of gold will have necessarily a very formid 


able task in replenishing their stocks. If a country is low « 


wheat, dealers all over the world are alert to ship in a supply, 
and it is the same with gold. If London is a good plac« 

gold, outsiders will come, bringing their gold with them, to 
advantage of the opportunities there. In no other way is it con 
ceivable that capital can be so readily moved to London for us 
ind distribution to suit the needs of the country as by shipments 
of gold. 
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as this is done the domestic currency is not likely to vary materi 
ally from the standard. The vast rupee currency of India, esti 
mated at $800.000,000 to $1,.000,000,000, is kept at the gold 
standard by a reserve fund in India of less than $25,000,000 in 
gold and a somewhat larger amount invested in securities, all ac 
cumulated from the seigniorage on the coinage of rupees and in 
terest on securities that have been purchased from the fund. 
Doubtless such a small reserve would not suffice for a great finan 
cial market like London, but the Bank of England down to ten 


years ago was not accustom dtoec irry over §$150.000.000 of gol . 


Prices Probably Higher Permanently 


ld which has been sent to the United 


States and other neutral countries since the outbreak of the war 


As we have seen, the go 
has thus far all been taken from the circulation and private hoards 
or is new from the mines. The banking reserves of the warring 
countries have not as yet been reduced. 

The transfer of this gold to the bank reserves of the United 
States and other countries, and the increased use of paper money 
in Europe, undoubtedly, has had and will continue to have, an 


influence for higher prices, or in other words, to cheapen gold 


everywhere. In that way it tends to diminish the depreciation 


of the paper currencies. Further transfers will naturally have 
general monetary situation must be said 
to favor a permanently higher level of prices than prevailed bs 


fore the war. 
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A second cause for a new normal distribution is found in new credit 
ind trade relations. One cannot deal with this subject in a few min 
utes, save in a most superticial way, and I shall try not to mention any 
changes except those that are most obviously certain to occur. 

Before the war we were a debtor nation by a large amount. Wi 
must annually export gold or goods in excess of our imports If 
foreign prices on exportable goods were higher than ours we sent 
goods. If not we sent gold and continued to send gold until our 
price was lower than the foreign price. Of course it was not general 
prices but particular prices of exportable goods which determined 
whether goods or gold would be shipped. Suppose that all export ible 
commodities .be represented by one such as wheat. If the Liverpool 


price of wheat was high enough we obtained the necessary exchange 


| i shipme nt of wheat, but if their price was too low we shipped gold 
ind gold would continue to go abroad until our general price level 
neluding the price of wheat—fell low enough to export wheat rather 
than gold. By this process of adjustment our normal distribution of 
sold was established and maintained 

After the war, if we remain neutral to the end. we shall find our 
selves in one or two situations; we shall remain a debtor nation with 

small debt and small annual charge, or else, if the war continues 
long, we shall be a creditor nation with an annual credit balance. In 
the first case our annual loss of goods or gold will be less. In the 
second case there will be an annual gain of gold or goods instead of 
: loss. The net result will be that our price of importable goods 
must be higher than that prevailing abroad or else gold will com: 
to us until our price level is raised to the point of profitable importation. 

In objection to this view it may be urged that when we talk of 
exports and imports we are talking of different goods, and that a high 
foreign price of wheat is consistent with a low foreign price of coffee, 
ind that the old normal distribution of gold may be maintained by 
merely reducing our export of wheat as our annual interest charge is 
reduced. or increase our import of coffee if an annual credit balanc« 


should appear. 


This objection would be sound if coffee and wheat were interchange 


able in consumption, but they are not interchangeable nor are imports 


and exports generally interchangeable. In this case, as in so many, we 
must assume that our habits of consumption remain unchanged, at 
least for a considerable period. If we admit that assumption we can 


not avoid a continuously greater stock of gold and a permanently 
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Don C. Barrer Mir. Roberts holds that much gold will flow 


m us when the war closes and views such prospec 


t with eq 


Other gentlemen hold that we may not lose much gold and are in 


clined to feel disturbed at the thought of any considerable outflow 


he question is one of relative level of prices. Whatever may be 


ie redistribution of the world’s gol 


rit sup 


t] ply in the long run, it seems 


probable that we shall lose a very considerabl quantity temporarily 


it least. One of the chief r 


isons is that the industrial organization 
of the belligerent countries is in a markedly more abnormal state than 


that in which American organization finds itself. English and 


Kuropean industries have been almost completely transformed for the 
purpose of producing war materials, while our industries, in spite of 
ie fact that we are exporting large quantities of munitions, are for 


i¢ most part organized for the producti m of the same kinds of goods 


is they will be called upon to produce ilter peace is declared. The 


scale of readjustment in the belligerent countries will therefore be 


uch greater than with us The credit operations of various sorts 


which are now supporting their industries must be weakened and 
iaterially diminished during the period of enforced readjustment, and 


especially in the initial stages of readjustment. The withdrawal of 
this supporting credit structure will cause a decline, more or less seri 


s, in their price level. This decline is likely to take place in spite of 
forts which different governments may exert to support business 
nterests in order to prevent it. Since industrial readjustment in 
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the American price level will, for some time at least. be 


relative ly 


slight. The consequent tendency will be for gold to flow from us 


n considerable amounts—eventually of course inducing a decline in 


prices, 


Whether this outflow of gold will bring a crisis in American business 
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they are unduly optimistic and attempt to maintain extended credits, 
the Vv are liable to encounter much difficulty. 
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future and draw in their credit operations, they will probably 
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of the Civil War. In that earlier event most men, being sure a crisis 


was coming with the declaration of peace, prepared for it by diminish 
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LOANS AND TAXES IN WAR FINANCE 
By O. M. W. Spracve 
Harvard University 


All great wars in modern times have been mainly financed by 
means of issues of paper money, government and bank notes, 
convertible and inconvertible, and by borrowing. Convertible 
paper money has narrowly limited possibilities and can only serve 
as an adjunct to other financial measures. The financial possi 
bilities of inconvertible paper money, though more considerable, 
are also quite inadequate to meet the huge expenditures of a great 
war. Except as an extreme measure of last resort, paper money 
has therefore come to occupy a subordinate position in war finance. 
The accepted policy, one the effectiveness of which has been tested 
by much experience, is to issue paper money sparingly and to se 
cure the bulk of the funds required for war by means of loans. It 
is commonly believed that if additional taxes are levied during the 
conflict, sufficient to take care of increasing interest charges, a 
sound and equitable financial policy has been adopted and that to 
meet even a small part of war expenditure currently from taxation 
is a counsel of perfection. 

The limitations on the possibilities of paper money as the prin 
cipal means of financing a war are due to its direct effect on prices. 
The amount of paper which must be issued is so great that it de- 
preciates rapidly and soon becomes practically worthless. Bor- 
rowing has greater possibilities if the people generally subscribe to 
the loans. It does not necessarily and directly bring about an 
advance in prices, since a part of a stationary volume of the 
purchasing media of a country may be used over and over again, 
as it is secured by the government through successive loans. 
Changes in the volume of trade or in the rapidity of circulation of 
money may come during a war and occasion some change either 
upward or downward in the level of prices. A war will also inevit 
ably cause violent changes in the prices of particular commodi 
ties. But in the absence of any increase in the volume of the 
purchasing media there would necessarily be no considerable rise 
in the level of prices, unless a country is fast approaching a con- 
dition of economic exhaustion. 

It is not, therefore, absolutely inevitable that war finance based 
on borrowing should cause a general rise in prices. It is signifi- 
cant, however, that whenever governments have resorted to this 
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then required unless the government is to resort to unlimited issues 
of paper money. ‘The successful flotation of a new loan or the 
continuous sale of short-time obligations again provides a govern 
ment with the means to enter the market in competition with its 
own citizens. This process ol borrowing and spending can con 
tinue for an indefinitely long period if the people are prepared to 
make the necessary sacrifice of income, and provided also that not 
too great a part of what is subscribed to each loan consists of ad 
ditional borrowing from or investment by banks, involving further 
credit expansion. In other words, a considerable part of each 
loan must represent savings, a sacrifice of current income on the 
part of subscribers; otherwise credit expansion will be so rapid as 
to threaten with collapse the entire credit structure in a fashion 
inalogous to that which results from issues of paper money. 

Even if there is an increase in voluntary saving during thi 
course of a war, it is unlikely to be sufficient to counteract fully 
various influences tending toward a continuous upward movement 
of prices with each successive loan. With the progress of a long 
war the output of commodities of all kinds can hardly fail to 
undergo some diminution as more and more men are required for 
military service. No corresponding contraction in the volume of 
the purchasing media is, however, to be anticipated. On the con 
trary, as a means of facilitating the marketing of successive loans, 
a policy of continuous, even though moderate, credit expansion is 
practically certain to be adopted. An easy money market is a 
desirable, one may even say an essential, condition for carrying 
through the distribution of a government loan among investors. 
The process of marketing must be made as easy and simple as pos 
sible. Slowly expanding credit and the issue of short-term ob! 
gations which may be converted into long-time loans are most 
helpful devices. Credit contraction is naturally out of the ques 
tion. ‘Thus while the vital importance of strict economy is being 
everywhere urged, these easy monetary conditions enable many to 
satisfy their patriotic impulses by borrowing the funds which they 
subscribe to war loans, and at the same time postpone the sacritic 
of accustomed luxuries and comforts to a more convenient season 
Among those also who practice the most rigid economy there ar 
many who subscribe by means of loans much more than they have 
been able to save. So far as the individual is concerned, futur 
savings are invested in advance when he borrows in order to sub 


scribe to government loans, but until he pays off his loans the ar- 
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banks of those countries, and in Great Britain a corresponding 
increase in the deposits ol the Bank ot England. Deposits in 
other banks in all the belligerent countries are also vastly greater 
than they were two years ago. In the meantime prices everywher 
have advanced, the index number of the Economist, for example, 
registering an advance from 116.6 in July, 1914, to 153.2 in Octo 
ber, 1915, and to 217.1 at the end of November, 1916. 

Borrowing as the principal means of financing a war, it will 
thus be seen, has some of the defects of paper money. ‘Though 
not so dire ctly nor to so great an extent, the borrowing policy 
practically certain to involve a genera] advance in prices, which in 
turn increase the money costs of a war and also cause much un 
desirable variation in incomes. Against war finance based on bor 
rowing there are, however, other and far more serious objections. 
It is manifestly unjust and inequitable because it gives not only 
to property acquired before a war but also to income received dur 
ing its progress a far higher degree of consideration relative to 
life than is accorded to them in times of peace. In adopting th« 
borrowing policy a government accepts in the field of finance the 
voluntary principle without qualification. Interest as a reward 
is offered at whatever rate is require d in order to secure the neces 
sary funds.’ An analogous situation would present itself if gov- 
ernments relying entirely upon voluntary enlistment offered suc 
cessive increases in the pay of soldiers whenever the supply of 
volunteers was inadequate. When wars were waged by small pro 
fessional armies, the appeal to economic motives was effective in 
securing an adequate number of recruits. Such appeals obviously 
would not provide the large armies engaged in modern warfare. 
Voluntary enlistment from patriotic motives has been tried, but 
its inadequacy as well as its lack of equality in sacrifice has been 
made apparent during the course of the present war. Compulsory 
service will certainly be the policy adopted by belligerent countries 
in all future wars. Immediate military exigencies will compel r 
sort to this method of raising armies. 

Conscription of men should logically and equitably be accom 
panied by something in the nature of conscription of current in 
come above that which is absolutely necessary. The obligation 
that each citizen furnish the state in case of war a large portion of 
his current income manifestly would impose no more oppressive 
burden than the obligation of military service. ‘To be sure, the 


pressing necessity which leads to compulsory service is absent 
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Most of the capital and other property in existence within a 
country at the beginning of a war is not and cannot be converted 
into funds with which to prosecute the conflict. Property can, of 
course, be sold and the funds secured from the sale subscribed to 
war loans, but such transactions are merely transfers and do not 
increase the amount of funds within the country available for war 
purposes. Aside from the sale of securities in foreign countries 
and the exportation of gold and other valuables, a country cannot 
convert any large part of its past savings into uninvested funds. 
Modern warfare requires the use of a large part of the capital 
equipment of a country and it must therefore be maintained 
throughout the contest in a high state of efficiency. A part of the 
capital invested in a plant which cannot be employed for military 
purposes may, indeed, be idle because there is no demand for its 
products. Factories for the production of luxuries may be taken 
is an example; though it may be noted that during the present 
var some use has been found for nearly every variety of factory 
and workshop. Factories for which a use cannot be found may 
not be kept in repair during a war, and if it lasts long enough may 
fall into complete decay. ‘The loss will be one of the costs of the 
war but will in no way contribute anything toward necessary mili 
tary expenditure. Capital in the form of stocks of goods may 
gradually become available as the proceeds of sales are invested in 
government loans rather than in the replenishment of stock. Simi 
larly, durable goods in the possession of consumers, such as cloth- 
ing and furniture, may be made to last an abnormally long time 
and only absolutely necessary replacements may be made. In this 
way the accumulated possessions of the people may contribute to 
to the conduct of a war, not by being used directly, but because 
they enable the people to devote a larger portion of income to war 
purposes than would be possible if at the beginning of the war 
their personal belongings were less abundant and durable. 

In these various ways a considerable amount of funds for war 
purposes can be extracted from the capital and other property in 
existence before the outbreak of hostilities. A borrowing policy 
(aside from foreign loans) which should limit borrowing to ante 
bellum wealth which might become available for new investments, 
would be entirely consistent with the equities of the situation 
created by war. But by far the lion’s share of the funds sub- 
scribed to war loans is not derived from this source. It repre- 
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of a war debt might be transferred entirely to future generations. 
If interest did not begin to accrue on the loans for twenty or 
thirty years after they were issued the generation conducting a 
war would escape. Even so, the immediate relief would be less 
than that which might be secured if the war were financed by tax- 
ation. Extravagant consumption would not be so completely 
curtailed and consequently to a somewhat greater extent the war 
would be financed from capital existing before the conflict which 
might become available for new investment during its progress. 
But this plan is obviously impracticable. Inasmuch as loans can- 
not be floated on a deferred interest basis the generation which 
conducts a war by borrowing must shoulder an increased burden 
of taxation for the benefit of those who were fortunate and pru 
dent enough to subscribe to government war loans. 

To war finance based mainly on borrowing there are, then, 
fundamental objections. During the years immediately following 
the conflict it impairs the ability of a country to keep up its 
military preparations, to say nothing of its power to undertake 
another war. It accentuates the redistribution of incomes during 
a war. It is unjust to all those who serve in the armies and also 
to many who remain at home. It enables a small section of the 
population to enjoy undiminished or enlarged incomes which are 
either expended extravagantly or become a claim upon the income 
of the community for an indefinitely long period in the future. 

But although in all these ways borrowing as a means of financ- 
ing a great war is most unsatisfactory, it has one advantage which 
cannot be questioned. It works. If a people are heartily in favor 
of a war, directly through the funds subscribed to loans and indi- 
rectly through the forced economy of those with stationary or 
declining incomes occasioned by rising prices, governments can 
secure command of a very large proportion of the labor force in 
a country and the use of much of its capital. Large armies can 
be formed and supported and enormous quantities of military 
supplies can be produced. Even though the burden is unevenly 
distributed, the transfer of labor and capital from the activities 
of peace to those of war is successfully accomplished. 

It boots nothing, therefore, to dilate upon the equity and re- 
mote advantages of taxation over borrowing, unless it can be 
shown that by some other method the productive forces of a coun- 
try can be as speedily transferred and as effectively exerted in the 
production of the large and varied supplies of material required 
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course been done by private enterprise but commonly under con- 
ditions which guaranteed against loss. Both these methods would 
be equally feasible even though there were no new savings availabl 
for investment. Within moderate limits, the cost of converting 
plant to war uses could be charged as at present to operating costs 
and not to capital account. Much capital also would becom 
available for investment through the liquidation of capital in 
branches of industry unfavorably affected by the war. It would 
also be quite possible, and indeed this has happened during th« 
present war, for governments to make advances of funds to privat 
concerns for capital expenditure. 

During a great war it would also seem that the chance of mak 
ing large profits is not needed to secure persistent effort and 
readiness to assume business risks. Patriotic motives in the busi 
ness and financial world even now in some degree take the place 
of ordinary economic motives, even though no strong appeal has 
been made to them. But it is also to be noted that business risks 
are far less than in times of peace even under conditions as they 
develop when a war is financed by borrowing, and these risks would 
be still further reduced if the taxation policy were adopted. In 
any event, the warring state takes a leading réle in determining 
the direction of production. A large part of the total output of 
industry is in response to government orders. Those who supply 
the wayward demands of the few whose incomes have been in 
creased by war do indeed incur serious risks. But if all income 
were heavily taxed there would be little or no demand of this 
character. Marketing risks would be reduced to a minimum, since 
virtually all the labor and capital of a country would be employed 
in producing articles of necessary consumption and military 
supplies. 

Finally it may be observed that the evident justice of a policy 
under which no one would reap an economic benefit from a war, 
even though it might cause some relaxation of effort on the part 
of a few, would certainly stimulate the vast majority of people to 
greater efforts. In England, for example, during the present war, 
the large gains and extravagance of a few have caused serious dis- 
content in labor circles, a grievance which was in some degree 
finally removed by means of the excess profits tax. 

The abrupt curtailment of individual consumption which would 
come with the adoption of this taxation policy would occasion no 
serious disturbance in the labor markets. In all the warring coun- 
tries it has been found necessary to utilize the labor of women to 
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would be increased until 50 per cent of incomes of $40,000 and, 
let us say, all income in excess of $100,000 were taken by the state 
during the period of the war. These taxes would after all repre 

sent nothing more than patriotic citizens might be expected and 
urged to save and to invest in government loans under the borrow- 
ing policy of war finance. ‘The imposition of these taxes would 
of course require a reorganization of all war charity, but the 
alleviation of much of the distress occasioned by war which is now 
left to private benevolence is properly a government function and 
could be far more effectively handled through its agency. In ad 

dition to taxes on income, special taxes on a few articles entering 
into general consumption should be imposed. A tax on sugar of 
five cents a pound, with correspondingly heavy taxes on tobacco 
and beverages, alcoholic and non-alcoholic, would presumably be 
sufficient for the purpose of reaching those whose incomes are too 
small to warrant resort to direct taxation. 


A high tax of say 
fifty cents a gallon on gasoline and on other articles of which 
enormous quantities are required for military use would also bi 
advisable. 

A war finance policy based on taxation presupposes that a 
country must have established and in operation highly developed 
income-tax machinery in time of peace, so that it may have at its 
disposal full information regarding the income of its citizens. It 
would also seem essential that the policy should have been care- 
fully considered and that the people should have definitely decided 
in favor of its adoption as an integral part of its military pro- 
gram. It would indeed be highly advantageous to enact legisla- 
tion authorizing the imposition of war rates of income taxation 
by executive proclamation upon the outbreak of hostilities. It 
might also prove advisable to provide that the tax rates to be im- 
posed at the outset should be at half the rates which would become 
effective at the end of a period of six months of war. By that 
time the initial disturbance occasioned by the outbreak of war 
would have passed and it would be possible to judge with some 
certainty whether the country was engaged in a long and arduous 
contest. 

This paper is primarily concerned with the underlying princi- 
ples which should determine financial policy in time of war. But 
a few matters of less fundamental importance may be given pass- 
ing consideration. As regards the proposed income taxes, a single 
annual collection would be unsatisfactory on fiscal grounds. The 
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The adoption of the taxation policy would not of course elimi- 
nate all changes in income during a war. It would, however, di 
minish the number of such changes and also confine them within 
narrower limits than is possible under the conditions of rapidly 
rising prices, Which are found whenever a war is financed by means 
of paper money or borrowing. Comparatively stable prices would 
facilitate the execution of the income-tax policy in two ways. In 
the first place, the amount of excess profits as well as the number 
in receipt of such profits would be far less considerable than has 
heen the case in past wars. And second, the special war tax on 
ordinary income would occasion less disturbance, since the neces 
sary curtailment of expenditure would be more exactly estimated 
hy the people generally if something like the accustomed level of 
prices were maintained. ‘To those in receipt of stationary incomes 
of moderate size, it may be added, the proposed taxes would be 
less burdensome than the deprivation resulting from the rise of 
prices under the borrowing policy in the countries now at war. 

The avoidance of rising prices is by no means the most import 
ant of the advantages to be derived from financing a war by taxa 
tion rather than by loans. ‘There are indeed a number of other 
advantages which are of decidedly greater importance. To financ« 
a war to the greatest possible extent currently from taxation is 
just. It would place all citizens upon an equal footing in so far 
as war conditions will permit. It would leave a country in far 
better position to make preparation for and to conduct future 
wars if they unhappily should come. The return to peaceful ac- 
tivities would be enormously simplified. Taxation would then be 
somewhat more burdensome than before the war, but the increase 
would be insignificant in comparison with that which must be borne 
if the borrowing policy is adopted. Moreover, the proceeds of the 
additional taxes would be used chiefly to relieve the families of 
those who were killed or the soldiers who were incapacitated during 
the war. The danger that class antagonism may develop even to 
the point of revolutionary outbreaks would be eliminated. Finally 
the taxation policy would leave a country in a vastly better posi- 
tion for further industrial development, to compete in the markets 
of the world and above all to take up its social and other civiliz 


ing activities more nearly where they were interrupted at the out- 
break of hostilities. 
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by the decreased consumption of woolens by the nonbelligerents. No 
policy of excessive taxation, therefore, would prevent, we think, that 
rise of prices which is of most concern in time of war. 

Preference for taxation over borrowing as a method of financing 
a war has received the endorsement of Hume, Adam Smith, Ricardo, 
Chalmers, and Mill, among the economists and among the statesmen. 
Gladstone was a distinguished advocate of it in the beginning of the 
Crimean War, although his advocacy was later in a much modified form. 
It has been called the English method, but improperly so, because it 
has never been thoroughly applied in England. As the sole method 
of financing a war it would be impossible, and before the gigantic ex- 
penditures of such a war as is now being waged the proceeds of a 
confiscatory policy such as is proposed by Professor Sprague would 
be a mere bagetelle. 

In 1913 Dr. Helfferich estimated the national income of Germany 
at ten billion dollars. Some seven billions of this went to support the 
imperial, state, and local governments. Some six and a quarter billions 
was devoted to private consumption, and about two billions was added 
to the capital fund of the country. As a result of the war there has 
been an estimated decrease of three and a quarter billions, so that the 
present national income is only about six and two-thirds billion dollars, 
and this amount is to be compared with war expenditures at the rate of 
nearly eight billions a year. In France war costs are estimated at 
62 per cent of pre-war national income, and in England they are 
placed at 49 per cent. In the light of these figures, extensive bor- 
rowing would seem to be inescapable. Borrowing in neutral markets 
as in the markets of allied countries would encourage inflation in 
those markets and so lead to a rise in prices, and especially would a 
rise occur when the proceeds of the loan were expended in the lending 
country’s market. Prices in the borrowing country surely would move 
in sympathy with those in foreign markets. 

Should borrowing in the domestic market be confined to preéxisting 
capital? And if it should, could it be so restricted? Professor 
Sprague thinks that it should and that it could. His reason why 
it should is fundamentally a moral one. He would confiscate through 
the tax agency all additions to income in excess not only of the pre- 
war amount but also of necessary consumption, and for the reason 
that it is unjust and inequitable that there should be conscription of 
person and not conscription of income. In this case the appeal to 


equity is something like the appeal to natural rights. It is a matter 


| 


xr is desirable, wi 


sal 1y seem equit 
scription of per 


neir lot? Are 


illed for trom 

risKS to those who 
would be unjust 

ix system extended 
xatious and de 

to weaken the 
in incial pr 

» drastic taxation 
ills the “psych 
re, the probler 
lifficult, and tl 


ina irge incomes 


n argument 
> } 
v one of the 


riotous cor 


can prevel 


estic market 


rther and say tha 


on than it is ap 
rinciple of finance: 
the present time 


n e purposes tor 


ver to borrow, and 


r consideration by 


een customar\ 


larger part of th 


I ind the weak 
is one ot t 
| 
it 1 the w 
il ca oft 
Prof 


Loans and Taxes in War Finance—Discussion 21% 


cost of war should be met by taxation, in proposing that the entire 
income of the community above that required to sustain the accustomed 
standard of living be appropriated for public purposes. This he 
sustains on three grounds. 

In the first place, it would be entirely equitable, he argues, to 
equalize in this manner the contributions made by different classes of 
citizens to the total cost of the war. The “‘stay-at-homes” are to be 
compelled to make a he avy contribution from their income to offset 
the sacrifice, or risk of life and strength, made by those who ar 
drafted for the armies. Universal compulsory military service is to 


b 


equalized by a levy of universal compulsory financial contributions. 
lhe ethical question here raised I do not care to discuss, but I do not 


think that the two sacrifices are comparable. Those who to the 


go 
front are still making far the greater sacrifice, and even such a scheme 
of taxation as here proposed would fall far short of equalizing the 
real sacrifice involved in military service in war time. We need not 
hesitate over the plan, therefore, on such grounds as these. 

Professor Sprague assigns as the second ground for his proposal thx 
irgument that loans could thereby be dispensed with, and thus th: 
udvance of prices that would almost inevitably accompany the use of 
the customary financial measures might be avoided. The check upon 
consumption would be exerted rather by taxation than by rising prices. 
ind the government would gain from the substitution of compulsory 
financial support for the voluntary aid vouchsafed through subscrip 
tions to public loans or the acceptance of paper money. This ad 
vantage would be achieved by appropriating all income in excess of 
that required to maintain the customary standard of life of the ante 
bellum period, and all excess profits gained during the war. 

With regard to these arguments, it should be noted in the first place 
that if prices should advance during the war it would be more difficult 
to maintain the customary standard of living, and therefore the tax 
program could not be made as drastic as that which would be possibl+ 
on the assumption that prices would not be materially affected. The 
question of the course of prices during a war thus becomes important 
Professor Sprague has stated that there could hardly be a marked ad- 
vance in the general price level without the expansion of credits which 
would accompany a borrowing policy, with the implication that if 
borrowing were not resorted to there would be no material general 
price advance. This appears to emphasize excessively the monetary 


factors in the determination of price. It seems quite certain to the 


Zz 


vell occur, indeed 
f credits. Th 


government, 


wer would 


a out that 


DY risin 
materia 
untry 
+y 
SiTM 
1 
1 heay 


} 
ad io 
ru 
u 
} 
ire 
ome ot ft 
ince ot ¢ 
nr es 
pric 
rder to \ 


VProtessor Sprag 


n which is endurins 
ted, more 
if it were asked t 


sacrifice « 


fication for asking 


iV, which 1S 


i 
wasting I 
] 
1 ra 
! nt w 
] ] . 
a 
mater 
| 
. } he 
a re 
1d 
1G) vi W l 
Ing r pos 
} 
net 
n the circun 


Loans and Taxes in War Finance—Discussion 219 


being incurred as much for the sake of posterity as for those now 
living. ‘Thus borrowing, if used with proper caution, might serve to 
inite and solidify the people in the prosecution of the war, and it 
might also open up a financial resource to the government which would 
utweigh that of excessively drastic taxation. In practice, some com 
hination of loans and taxes will probably alw ays be used in emergency 

inciering, but—if I may close as I began—there is plenty of room, 

h in peace and in war-emergency financiering, for renewed em- 
phasis upon the greater proportion of the cost that should in any event 


borne by taxation. 


EpmMonp E, Lincorn.—While giving my qualified endorsement to 

general scheme of taxing incomes to meet war expenditures, as 

utlined by Professor Sprague, I wish to emphasize a certain aspect 
of the matter which he has merely suggested rather than developed. 

In determining what war costs a country, in a financial sense, it is 

ghly important to consider how much capital has been destroyed, 

ww the remaining capital has been invested, and how rapidly new 

capital will be created at the close of the abnormal period. Indeed, 

| believe that the crux of the whole question is, What has happened to 
conerete apparatus of production? 

Under the usual method of financing war by means of loans, whether 
by bonds or by the issue of an unusual amount of paper money, there 
result not merely the improvidence and wasteful expenditure referred 

in the paper, but also a great deal of unwise investment, careless 
management, and in many cases a failure to keep the productive 
ipparatus in good repair. This seems to be a very significant con- 
sideration, for there is a wide margin, in most cases, between the 
economically desirable and the absolutely necessary expenditures for 
maintenance and repair—not to mention needed improvements. With 
out going into details, the reasons for this harmful policy are probably 
two, psychological and economic. In the first place, driven on by the 
reckless spirit of the times, by the eagerness to reap huge profits with 
little effort, those in control of industry will put less into the upkeep of 
their plants and will conduct their business with an eye to the present 
rather than the future. Secondly, the added cost of material and 
labor will act as a further deterrent. 

Under a properly devised income tax, granting for the moment its 
political expediency and fiscal adequacy, it seems probable that the 


productive apparatus would be kept in a better state of repair. Not 
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nanced by England to the extent of 53 per cent by bonds, and 47 per 
cent by taxes, the Crimean War was financed 57 per cent by bond is 
sues, and 43 per cent by taxes. The Boer War, 69 per cent by bond 
issues, and 31 per cent by taxes, and in the first two years of the World 
War, in spite of the most strenuous efforts, England succeeded in rais 

x only 14 per cent of the cost of the war by taxation; the remaining 
86 per cent was raised by war loans. 

Furthermore, it appears as if Professor Sprague has neglected a very 
important element of modern war finance—that of fiscal or govern- 
mental monopolies. Never, in all the history of the world, has there 
been such a powerful socializing force as the present war. In no 
era have governments ever attempted to establish so many and so 
powerful governmental monopolies as have the warring nations of 
today. It is reported from English sources that over 45 per cent of 
the wage-working classes of Germany are now working directly for 
the government. It is also reported that over 2,500,000 English 
wage earners are directly employed by the English government in its 
varied governmental war establishments. England has taken over 
the entire railway systems of England and Ireland. Russia and 
France have also taken charge of, and are at present operating, the 
bulk of their railway mileage. War necessities have forced these 
countries to employ efficient men in this branch of their war service. 
Russia has hired one of America’s best known railway presidents to 
take charge of and reorganize her railway business, 

War necessities have also forced these nations to purchase and sell 
not only to their military branches, but to the people at large, great 
quantities of goods designed for human consumption. England last 
year established a commission to buy all the sugar needed by the 
English people; and this commission has sold sugar throughout England 
at an average price of about eight cents a pound. In the same way, 
France and Italy have established a fiscal sugar-selling monopoly. 

Recently these three commissions of the three countries above men 
tioned have combined to purchase their supply of sugar through a 
common purchasing agent. This is but an illustration of the in- 
numerable monopolies of the same kind now operated by the govern- 
ments of Europe. 

A fiscal monopoly does not necessarily mean monopoly to manufac- 
ture and distribute or sell the entire product. It may be a monopoly 
for manufacture alone, or it may be exclusively a selling monopoly. 

New Zealand and the other Australasian English dominions have 


gone even farther and established government abattoirs, government 
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blankets and uniforms: nearly complete cessation of civilian purchases 
of clothes would unquestionably have contributed much labor for the 
production of adequate supplies of military clothing. 

Whether the proposed rates of taxation would be sufficient to financ: 
1 war is indeed uncertain. Assuming no considerable advance in 
prices, a rate of 5 per cent on incomes of $1500, rising rapidly with 
higher incomes, together with heavy taxes on a few commodities enter 
ing into general consumption, would, I believe, be sufficient. It is to 
be noted that the taxes would be levied on all incomes and not as at 
present on incomes in excess of certain definite amounts. 

In conclusion, I may say that all those to whom I have outlined the 
matter have without exception admitted that conscription of income is 
1 just complement of compulsory service. The requirements of modern 


warfare in more than one direction are beyond comparison greater than 


those in former wars. In this country at the present time the necessity 
‘f universal military service is being urged. If no league of nations 


for the enforcement of peace can be established, the policy of com 
ulsory service would seem to be essential for national safety. ‘The 
.eceptance of this unwelcome measure by the mass of the people will, 
| believe, be hastened if it is accompanied by proposals for adequately 


ind justly financing the costs of war. 
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and wasting our natural resources? May we ignore the concentration 
of wealth and the demands of organized labor? Should we be al- 
lowed to forget that the once powerful Roman Empire declined and 
fell and that France from 1789 to 1795 was torn by revolution? If 
we could project ourselves into the future five hundred years, what 
would we read in the world’s history concerning the United States 
of America? Should we not after the manner of Eastern civilization 
be meditative and from an economic point of view ask, “Whence did 
we come?” and “Whither are we going?” 

We should look upon the present war, in my opinion, as an incident 
in our economic life rather than the controlling factor which will de- 
cide our ultimate economic fate. We must realize that the production 
of the future must be intensive rather than extensive. If we are to 
survive the fate which befell the Roman Empire, no matter how dif 
ferent may be the cause, industry must coéperate with the government 
under the leadership of the latter. 


Definition of Accounting 


Accounting may well be made an instrument for valuable service 
in bringing about national industrial organization and direction. 

The function of accounting is to present comprehensive information 
concerning financial status and operations so that the information may 
be used as a basis for administration. Accounting provides for the 
analysis, classification, and correlation of financial facts relating to 
the past, from which may be formulated the policy of the future. As 
a striking example of this we have the progressive American manufac- 
turer and trader, who is finding out how much of his present handsome 
profit is due to war business, new South American business, and 
domestic business, respectively. This information he will use to guide 
him in planning for the future. 


Relation of Accounting to National Preparedness 


That we are lacking in national financial facts is generally con- 
ceded by those who are in a position to know. The census bureau, 
notwithstanding the excellent work which has been done therein, is 
inadequate because of the infrequency with which financial data is 
collected and issued. Various bureaus of the Department of Com- 
merce are collecting financial information, but each for some specific 
purpose, and apparently with considerable overlapping of effort, 
duplication of work, and annoyance to the respondents. There seems 


to be lack of system and organization in the collection of financial 
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it possible for the trust executive to transcend the limits of individual 
observation and get his visualization from a few eight and one-half 
by eleven sheets containing financial statements placed before him in 
the quiet of his luxurious office. When one of the big industrials takes 
over a new plant or business, the introduction of the holding company’s 
standard accounting system is one of the first things to take plac 
When the vice-president in charge of production is about to decidk 
whether to operate a certain mill on nothing but woolens or on mixed 
production, it is a statement produced by the accounting department 
which enables him to do so. 

If accounting has been used to such advantage by the large in 
dustrial enterprises and a rapidly increasing number of municipalities, 
why should it not be made an instrument for service by the federal 
government? What has been done with the railroads and banks might 
be done, it seems, with all industries. In order to accomplish this, 
federal control over accounting would be necessary. There would 
need to be a government bureau to which every business organization, 
whether in legal type, sole proprietor, copartner, or corporation, would 
render financial reports. These reports might most satisfactorily 
take the form of a balance sheet and an income statement with th: 
respective supporting schedules. Such statements if truthfully and 
completely made would supply the information from which could 
be compiled national financial figures of many kinds. 

Objection to contributing information of so confidential a natur 
would be raised by many concerns. The soil pipe manufacturers, for 
example, might object to publicity regarding the return on investment 
in their line. If they did they would be old-fashioned. A new era 
seems to be dawning. Business men want facts. Many of them favor 
publicity. Just a few days ago the newspaper publishers gggvti for 
an investigation into the cost of production of paper and proposed to 
make the Federal Trade Commission the “middleman” to supervis« 
distribution of print paper at equitable prices. True, the manufac 
turers represent another phase of the situation, but it is probable that 
if the matter were submitted to them they would agree that they want 
a fair return on investment. 

In the case of corporations transacting interstate business the led 
eral Trade Commission already has the power to require such fi 
nancial statements. With intrastate corporations, which are relativel) 
few in number, this jurisdiction is doubtful. So far as individuals and 
copartnerships engaged in interstate trade are concerned, there are 


those who think that the Federal Trade Commission has the necessary 
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SECURITY PRICES AND THE WAR 
By Rocer W. Basson 
I} ellesley Hills, Massachusetts 


As to the special problems likely to arise in the United States at 
the close of the European War with respect to security prices, I ask 
you to consider the following determining forces: 

1. The demand for securities, which exists during periods of pros- 
perity and which is especially potent in the early part of a period of 
prosperity. Such demand falls off as the period of prosperity de 
velops. 

2. The supply of securities, which accompanies a period of pros 
perity and which becomes especially great during the latter part of 
1 period of prosperity. 

3. The attractiveness of securities, from an investment point of 
view, depending both on the earnings of the corporations and the 
condition of the money market. 

t. The scale by which money is measured ;—that is, the abstract 
value of money—which depends largely, at the present time, or gold 
movements. 

Of course there are other currents and cross-currents affecting the 
situation, but the allotted time will permit me to speak only of the 
above four. Moreover, for convenience I will subdivide this general 
subject of securities into three groups: namely, stocks, bonds, and 
commercial paper. 

Stocks.—Statistics on bank clearings, new buildings, bank loans, 
foreign trade, railroad earnings, iron production, commodity prices, 
mereantile failures, and almost every other fundamental subject, 
clearly indicate that at the close of the European War we shall b: 
at or near the close of the present period of prosperity. Therefore 
the demand for stocks should then be Jess than at the present time, and 
the supply of stocks should then be greater than is the case at present. 
This should especially be true of the stocks of new corporations which 
have been organized during the past three years, particularly those 
for handling war business. 

As to the attractiveness of stocks from an investment point of view, 
after the war, opinions seem greatly to differ. Many honestly believe 
that the demand for steel, copper, and certain other raw materials 
will be even greater after the war than at present. I, however, do 


not hold this view. Personally, I believe that within twelve months 
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flation means lower bond prices, the deflation which we hear is likely 
to come after the war should mean higher bond prices. Personally, 
however, I feel that the amount of gold that will be exported or im 
ported during the next few years will not materially affect bond prices 
Che future of taxable bond prices depends on what Europe is to do 
with her debt after the war is over. Concerning this, nobody knows 

Commercial Paper.—Again, assuming that business will begin to 
wane after the war, the demand for commercial paper should then 
increase, owing to idle funds in the banks; but the supply of com 
mercial paper should decrease, owing to slackness of business 
Concerning the attractiveness of commercial paper after the war, | 


think there will be no material difference compared with its attractiv 


ness today. Good commercial paper is always attractive; poor com 
mercial paper is never attractive. The price of commercial paper 
ifter the war will depend on demand and supply. Considering onl) 


such demand and supply, it looks as if commercial paper rates 
ifter the war—would be lower than they are at present. 

When considering our other factor, gold movements, this bears a 
very important relationship to the prices of commercial paper. Com 
mercial paper is used by the banks to take care of their excess re- 
serves. Commercial paper is the great shock absorber of the banking 
system. Most banks use commercial paper as a reserve fund. Hence, 
when trouble comes, they expect their commercial paper to be paid 
first of all. This is absolutely true of country banks and to a great 
extent of city banks. The gold imports which we have had during 
the past two years have tended toward an excess of money, which 
has resulted in a great demand for commercial paper, and consequently 
rates have been low. If heavy gold exports continue after the war, 
they should reduce the loaning power of the banks and curtail their 
purchasing power of commercial paper. 

The ultimate result of all this will be, in my opinion, that after the 
war, the decreased lending power of the banks, due to gold exports, 
will just about offset their excess money, due to general slackness of 
business. Hence, the keenest buyers of commercial paper feel that 
rates on A-1 commercial paper will be practically the same after 
the war as at present. Of course, there will be ups and downs, 
and poor names may sell with greater difficulty; but there should be 


no marked changes for good paper. 


A study of statistics, therefore, leads to the following conclusions 
relative to what is likely to arise in the United States at the close 


of the European War with respect to security prices: 
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PROBLEMS OF POPULATION AFTER THE WAR 
By James A. Fieip 
The University of Chicago 


The prophet is proverbially without honor. Whatever hardship 
this may imply in other cases, in the case of the population prophet 
it is simple justice. Only too often has it been proven how fallible 
are predictions of future movements of population. In particular, he 
who forecasts the changes of population which are likely to follow 
the present war forecasts the consequences of causes at best obscure, 
operating under conditions which themselves remain profoundly in 
doubt. The suggestions of the following paragraphs, therefore, are 
not put forward as prophecies, but rather to indicate some of the pos- 
sibilities which may have to be dealt with when the great conflict 
comes to an end and the processes of readjustment begin. 

The direct effects of the war upon the populations of the belligerent 
nations are but too terribly apparent. Not only have deaths and in- 
capacitating casualties run into the millions; not only is there this 
enormous loss of numbers: the wastage has been so concentrated 
among males of fighting age as to work a serious distortion of the 
population structure. Economically, the proportion of producers to 
consumers has been reduced. Biologically, the balance of the two 
sexes is disturbed in the reproductive years of life and the capacity 
of monogamic increase is correspondingly impaired. Even though 
birth-rates may nevertheless rally at the close of the struggle, this dis 
proportion of ages and sexes cannot thereby be corrected. It will 
leave its disfiguring and disabling effects for decades to come. 

Nor will the present population alone bear the sears. If there is 
any significance in heredity, and any truth in the contention that 
modern warfare accomplishes an adverse selection through the slaugh- 
ter of the physically bravest and best, then the new generation and 
through it posterity must be the continuance of an impoverished 
breed. This, too, is a damage that mere volume of births can hardly 
mend. The two inches of average stature which the French people 
is said to have lost in the Napoleonic wars were lost in spite of a 
tolerably vigorous revival of the birth-rate after those devastating cam- 
paigns. And though we may question whether the selective agency 
of war operates with such obvious effect upon the human characteristics 


of bodv and mind that most concern us, we cannot well doubt that 


lasting modifications of our racial endowment are now in process on 
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Problems of Population after the War 


must shape their policies accordingly, Quite possibly the economic 
power to wage a successful war will not be found greatest where 
there has been the greatest increase of population. 

At this point the program of military preparedness encounters the 
standard of living. We are familiar with the notion that a man’s 
standard of living is defined by the wants he insists upon satisfying 
before he is willing to enlarge his family. If, now, he is compelled 
to make contributions to the state treasury for military purposes, this 
public demand upon him takes precedence over even the preferred 
items of his private wants, and tends by so much more to reduce that 
part of his resources which might be devoted to provision for chil 
dren. No nation, therefore, that has to reckon with the voluntarily 
small family can expect to add indefinitely to the burdens of taxation 
without encountering a still further restriction of births. Efforts to 
achieve preponderance of armament and organization may threaten 
the loss of preponderance in men. 

In war time admittedly standards of living change and their effects 
on the birth-rate are modified. Motives of patriotism lead to a cutting 
down of the scale of personal expenditure, the more easily because at 
such times a universal rivalry in acts of patriotic devotion supplies an 
equivalent for the various emulative conventionalities of ordinary 
life. Moreover, by challenging the nation’s power to survive, war 
seems characteristically to intensify the desire for children. Pos- 
sibly a change of attitude is foreshadowed by the present revulsion 
of feeling against bearing children for slaughter. However, all these 
considerations are aspects of the psychology of war. They accom 
pany phases of social life which are happily exceptional. It is in 
the longer intervals of peace, when standards of living operate more 
normally, that populations are replenished, war chests are filled, and 
the debts of old wars are paid off. 

Aside from all questions of future military establishments it has 
vet to be seen if the stupendous war debts that are now rolling up 
can be carried and eventually repaid without serious disturbances of 
what has been the prevailing rate and manner of the increase of 
population. Because just now victory in the European conflict seems 
supremely desirable to the several belligerents, they have seen fit to 
levy the cost of their respective struggles for victory upon a subsequent 
generation. Thus the economic choices of Englishmen and Frenchmen 
and Germans for years to come will to an oppressive degree have 
been already exercised for them, vicariously, and through the bloodshot 


eyes of deadlocked combatants. This is the natural consequence of 
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Problems Oo! Popu fron after the War Q 
ave aroused a certain sense of national peril—a fear lest our dem 
cratic institutions should not endure if they were abondoned to a mors 
nd more alien cilizenry. lor the most part, however, the national 

ytive has no. conspicuous th icltive influence S dete rinin 
g our increase as a people. Individual self-interest has been th 
ef counselor, though the dict of self-interest do not always wor 
social welfare in the long run. On the other hand, the more r 
t eugenic ideal of race bett n s too abstract ) appeal wit! 
ctical force to the If defin 1 athrmatiy 
pulat n policy had been ciated in our minds with a sense o 
i nal loyalty and the effectual n e ot patriotism the reé pons 
ht have been more considerable, especially since the nation, unli 
he th ndividual or the biological race, has power to suppor t 
structive programs by legisl n 1 the agencies of public ad 
inistration Unfortunately na ial interferen in our population 
estions has heretofore been too t pic negatiy it has manifested 
if in minor restrictions oI immig? n and in the ¢ 1 ne! md 
radic entorcement or censorious laws desig ied 
nthood th ugh gnoral Bi cha ed attitud 
ur new desire f ii ( , } 
h the awakening sense of our ol liga n sa ition 1 world 
Precisel vhat form a nati ypulation policy ght b 
in this country rema probl cal Probablv it would pro 
o! | ] s reg 1a r ol hered ir lefective 
Possibly it would in le a n iternity-benefits Certain] 
vuld re ze that par thood ‘ ted with a p bliec interest 
t] t] } its who accept 1} ‘m their function with a 
ise of its social responsibiliti n fairness be safeguarded 
1 sustained in tl nerf ( the community which is a 
ieficiarv of their conduct Such a program must necessarily grope 
S way slowly at first Yet 11 in enlightened spirit of nationalism 
il] but lead us to mal 1 beginn then at least one good thing 
ill have con to 1 out of the w 
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the havoc he has wrought in the western states. At recent hear 


gs held in San lrancisco by the market commissioner it was de 


nustrated that no one is now making money by farming unless he 


irchased fis iand several years ago before it was priced so high. 
(he report of these hearings should teach us a lesson. High-priced 
g uitural land means that tarmers will fail and leave the state, with 
ing good to say tor it 
it is not impossibie to standardize land selling, In all directions 


ire hearing how this, that, and the other thing should be in 
ited by a commission, and the amount of profit to be made by the 
in that line of business indicated, if not controlled, by the com 
on's report. An editorial in Collier’s of December 5 says: “If 
ie distribution of food from those who grow and prepare it to thos« 
ise it is not a public utility, then there is no such thing.’ If 
distribution of food is a public utility, how much more is the dis 
ition of land, which is the basis of food production? 
The Forward-to-the-Land League has been preaching for four 
irs the necessity of standardizing land values, controlling the profit 
ig people in organized rural communities in groups 
it least fifty families each, so that it will be a business proposition 
furnish them those things necessary for their contentment, hap 
ulated, as well as 
heat, transportation, and other public utilities, why this relu 
e to standardize and control that which is the basis of all our 
lustrial fabric, namely, the price of agricultural land? How is it 
issible to bring food within the limits of reasonable price, unless the 
d itself is susceptible of the same regulation? It is really not a 
ficult as it would seem; it is chiefly a matter of arousing public opin 
on to the necessity of such control, and showing a plan by which con 
ol can be secured. No group of men in the United States has greater 
power in determining that this be done than you who are here assem 
led. Our progre SSive bus ness men are more and more coming to set 
that they must consult w ith scientists before determining economic ques 
ms. One of the most valuable things that this Association can do, 
in my opinion, is to r ach out a sympathetic, helping hand to the 
business men and make yourselves available to their commercial needs 


Only the most progressive in both classes yet see the necessity of 


working together. In the department of land alone, untold millions 


‘an be saved to our working people by protecting their home-purchas- 


ing power, through the creation of authoritative sources of land in 


formation, free from political or commercial control. Certain leading 
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Surname Christi 
Street nd num 

City 
Married gl 
Ages of all members of 

Country of nativity— Did ut 
How many years in thi ul 

In what state do you wish t i 

What kind of far ng is prete ed 

W hat experi e have you d in ag itu 
\\ ild you n i nig it 
What Is religio 

W hat pi 


Seventy-five per cent of our city registration have had farm experienc: 
here or abroad. People coming to us personally assure us that they 


want to go upon the land, but that they do not wish to go to isolated 


farms. ‘The immigrants, accustomed as they are abroad to living 
in rural communities and going out to their farms to work, do not 


ike kindly to the American idea of farm life, and the poorest peasan 


who comes is as ambitious for his children as are you and I. hey 
will put up with anything in the city rather than deprive their chil 
dren of educational opportunities. But when these people hear of 


plans for sending them out in groups of at least fifty familic 
ich, where there is a model rural school with vocational and social 


ipment, where there will be an agricultural instructor wl 


teach them the most scientific methods of production and attend to 


narketing their products in a wholesale business-like way, the 
preciating the value of this business organization because of their 
business experience, can clearly see that there is a chance for them 
to be both prosperous and happy, and to become the immediate pos 
essors of homes, and they are keen for it. From publicity sent 
throughout the United States about this colonization work, one story 
has brought 700 letters. They came from practically every s 


the Union, as well as from Canada, Nova Scotia, and Alaska, asking 


tate in 
for the opportunity of moving into such colony groups. 

You will next ask, ““Why, if this is true, do they not go?’ I answer 
that, with the present cost of living, it is impossible for the man who 
is earning even large wages to save sufficient capital to buy land and 
equipment and start himself on a farm. Their savings average from 
£200 to $2000. The bulk of them fall in between $500 and $600. It 
takes at least $2000 to finance a small farm and we always allow 
$9500. What chance has a man with this small capital to go out 


lone upon a farm and succeed? We have constantly discouraged the 
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iit Hom Have nad expel! nee and 
the value of organization and codperation, and start as an 
ganized unit on i s that have been fully equipped by capital 
i i bring bis people-vaiue into th back country, we have 
rht i being tl first requisite for credit, namely, organization 
lore thell i alter Many people say, “You do 
hy . +1} { } + an mt 
I ch tor these ] ; you iV nothing ior them to accomp 
their own initiative; they si 1d begin at the bottom and work up 
et these sam peo le ae) l ere lit on 
ret th il } pi i i 
will enable a man somehow or somewhere to borrow mon with whic 
! this equipment for his far Is it any different to 
redit ) blem around id say to the business men in th ( n 
vy vacant land al is, “Organize land and constructi 
‘ ppoint a et nager. each business man sul 
I ! h sto he pi fit being limited is he feels abl 
to | | r ab Cit fic colonization in your cou! 
Chis divid { C! den amo1 those who are benefited 
la ra which follow the equipping 
colany w nul | h colony provide the fol 
At fift ‘ ed ‘ ] lis. « 
t le five i Agr ilt pie 
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k in the usual commercial or welfare channels. A rational plan 

land selling does not necessarily mean the employment of fewer 
eople. On the contrary it would make room for many more. It 
erely means a readjustment. It means making all of the work don 
the state and federal government agencies, welfare organizations. 


ommercial organizations, articulate, and places at the disposal of each 


bureau of information which should be conducted in every prin 


il city in the United States and Europe. Why should not the rail 
id colonization departments confine their work to helping organ 
| er credit and marketing facilities on their roads? 


\n organization for people-getting should not be closely associated 


h railroads or land agents. It arouses suspicion. There is a pre} 
igainst railroads among working pei ple, and there is a justifiable 
udice against land agencies l‘or this reason every honest land 
r should b ind in most cases is) glad to help establish some 

r of authoritative land infon on hat will put the hall-mar! 

the hor t land deal as against the dishonest. 

'] ical source of revenue for the conduct of these bureaus of in 
nis yi rly dues from commercial organizations and from tlh 
luct of permanent land exhibits in our principal cities. Such land 
s should | non mercial in character, should show th 


cultural pr lucts of eve ry state, a 1 be free to the public. Wi 

written to the governors and agricultural colleges about this and 
e had a splendid response. It is not difficult to establish these per 
ent land exhibits. but again the commercial land man opposes us 
fe wants these short-lived land shows upon which he makes profit 
1eir sporadic existence; and as our organization offers no 


reat profit to anybody, nor political power, we have found it ver 


} 
ficult to secure th necessarv finances for our work. It needs 
rely to be underwritten [It will be self-supporting when once it 


Our work has been before the public for the past four years. Por 
en incorporated in the work of several 

nizations and different departments of government, but none of 
them has a compli hed much, simplv because the program is valuabl 
nly when it is used as a whole. 


is natural for every government department head to 


monev for his budget, which means more power and 
sasure in the work: and university men in large number 


re advocating that the stat and government take over colonization 


Why are thev less afraid of a bureaucracy here than in Germany or 
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take over the whole system. The enthusiast demanding government 


wnership usually denounces the politician in the same breath. I ask 


iO will admin 
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fiil 

shall surely need to breed a new type of politician 
result other than that now open to examination 

ervice. 

at some years ago the Department of Labor was 
the immigrant head tax. This privilege was so 
s took the power from them and that money has 


¢ till it now amounts to about ten millions of 


we put still greater opportunity for corruption in the 


of the officials of that department? However trustworthy the 

present incumbents of office iv be, | do thev know that their suc 
cessors will not be the same sort that abused the former trust? 

To re id the histor of h \ he pol tle ? ma iged land pwned by 

ite of New York is illuminating, [t illustrates the facility with 

ch thev can withhold such land fro: the use of thos« en itled to it 


not likely that the landlord will be appointed land commissioner ? 


the landlord is unwilling to sell his land to the 


rh at a fair profit) and then resell in the capacity of 


s if lil that 
pre mal 

1 commissioner ( 


at a good salary) to the small purchaser? It 


ld be remembered that for the government to handle land selling 


ie nature of things from the problem pre 


r governments. Our government is dual. We ar 


vetting badly mixed up over this once clearly defined duality. At 


resent there ar 


e sel 


iseless duplications and consequent waste in many) 


irtments of the state and federal governments. Mr. Charles A 
inton president of the American Appr isement Association. eX 
ained verv fully before the Fresno Chamber of Commerce recent]; 

the Trish and Australian svstems are not opportunte for California 

Ae 

I ! t but feel mused when I find both the Irish Land bills and the 
tralian land ystem su ted t the same time as a model for color 1 
n California. The pury of the two are so diametrically opposit: 

t their application to our present colonization situation, as I look at it 
uld give us in the Australian system a system that is over a hundred vear 
hind our times: and in the Trish bill would give us a system that i hout 
hundred and fiftv vears ahead of our times. If vou will permit, I will 
to show vou how IT draw mv conclusions. The area of Australia is about 
wual to that of the United States, with a population of about 7,000,000 to 
mpare with opulation of 100,000,000. Under these circumstances, Au 
ilia is very much in t} ame »p tion that the United State u in over 
hundred vears nd, while tl I'nited States, being primarily an imm 
ition countrv. has ver succe fully managed to colonize he lands by 
te venture vet Australia. on account of her isolated position in tt 
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tical in its application to all agricultural sections. His system has 
been approved by our best authorities and | suggest that you write 
him at 96 Broadway, New York, and secure his literature, which ex 
pl iins his system. 

Two years ago | presented the plans of our League for credit and 

colonization to the officials of the Labor Department. They said at that 
ime that they thought this work should all be done through that 
department, but finally agreed with us that it would be best to create 
a coordinating bureau in the Department of Labor and let that bureau 
irticulate with the League’s Bureau of Land Information, so that 
uur bureau would be a thing apart from political control. At the 
invitation of the officials of the Labor Department a committee of five 
from our League was appointed to confer with the officials from the 
Agricultural and Labor departments and the Reclamation Service, 
with a view to close codéperation. ‘The nature of this cojperation was 
defined in an official letter to us. We were granted two conferences of 
in hour and a half each, but later these officials decided that the gov 
ernment should go into the colonization business. They ignored, with 
out explanation, their promise of coéperation with us, and later certain 
of these officials endorsed Congressman Crosser’s colonization bill now 
before Congress. 

I wish that all of you present would read this bill. With all Europ: 
organized for concentrated effort, with centralized control, where shall 
we be in this country unless we too organize? We must if we are to 
meet their competition. Does this mean that we are to pattern our 
industrial organization after Germany as the Allies are doing? Shall 
we through private enterprise bring about the codperation that is 
necessary to preserve our democracy, and yet meet competition on the 
only basis upon which it can be met? You in this organization have 
a big voice in determining our industrial future. 

I have been in one of the large cities of the South for the past 
several weeks and my experience there is a concrete example of what 
must be met if we are to place any considerable number of people in 
farming communities. I first spoke at the board of trade; about twenty 
men were present; they thought the message of value, and called another 
meeting next day at which about eighty men were present. At this 
meeting a committee of fifteen was appointed. This committee en- 
dorsed the plans of the League and passed a resolution to raise $250,- 
000 for the first colony. Then the commercial colonization men, inter- 
ested in stopping this movement, interfered with our work and nothing 


more was done for several months. I was obliged to leave the city and 
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SOME PHASES OF THE MINIMUM WAGE QUESTION 
By James KE. Le Rossicno 
The Unive of Nebraski 
In taking a bird’s ey view of labor legislation sin he begu 
ng ol! the nineteenth centu we see that for nea ‘ly i hundre 
ears legislators confined thi lves chiefiy to the regulation « 
age and sex of workers, hours of labor, hygiene of factories 
d all the other environme: i litions f labor but mad 
tically no effort to regul | \ u Oo bor, tl cente 
i irt of the labor contra 
It is ¢ n said that ther n between 
vulation of conditions of en ‘ l i en ig of Wag 
\ir. Webb s LYS “Once we begin to pi ribe t] mum col 
ons under whi h an ¢ Ve | perm pen 
ory, there is no logical di tion drawn b een tl 
il clauses of the wage contract.’ Professor Tau go peal 
» take much the same view, when Lys: “The demand for legis 
n establishing a minimum r: »f remuneration does not nece 
rily involve questions of principle different from those consid 
n the pi ding sectio1 ind yet, if pushed to its farthest 
equences, it might easily raise a new question.’ 
However, the qualification de in the latter part of this state 
nt, together with the d sion which follows, shows that Pro 
yr J AUSsSIg recogniz s a distinction in prin iple between tl 
kinds of regulation. ‘They are al in many respects, thoug 
fundamentally different. In the one set of phenomena we have, as 
t were, regulations prescribing the quantity and quality of labor 
which may be bought and sold; in the other we have an effort to 
control demand and fix the market price The former might be 
compared to the regulation of weights and measures, the grading 
of wheat and cotton, pure food laws, and other restrictions on 
freedom in production; the latter is like an attempt to fix prices 
f wheat and cotton, instead of leaving them to be adjusted by 
the deep lying forces of supply ind demand, or by the mors 


ficial higgling of the market. 
Not only is there this difference i 
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without experience is worthless, it is equally true that experience 
without theory is blind. 
The experience of New Zealand and Australia is of especial 


portance, not only because it covers a period of about twenty 


years, but becaus¢ it seems to foreshadow the experience through 


which the United States is likely to pass in the near future. In 

ose countries there are two kinds of minimum wage, a very 
ow statutory minimum, ranging from Qs. 6d. a week in Victoria 

5s. a week in Queensland and New Zealand, designed to prevent 
the employment of boys and girls as apprentices at little or no 
vages, and a comfort minimum or standard wage established in 

imerous trades by arbitration courts and wages boards.* It is 
nly the latter, of course, that is important for our present 
p irpose. 

When minimum wage legislation was first passed in New Zealand 
ind Australia, both countries were suffering from a severe depres- 
sion, during which there was much unemployment, and great dis 
tress, especially in the cities, where sweating appeared, a symptom 
of poverty which the colonies had hitherto scarcely known. 
Shortly after this a period of prosperity began which has con- 
tinued with hardly a break until the present time. This extraordi- 

iry prosperity has doubtless been due chiefly to two causes: 
the process of refrigeration, and the rising prices of wool, mut- 
ton, and dairy produce.* ‘The value per head of New Zealand’s 
exports in the year 1896 was £13 3s. 9d. ($64); in the year 1913 
it was £21 10s. 2d. ($104) ;*° and Australia’s exports show a 
similar increase. During this period the population of both coun- 
tries increased considerably, but chiefly by the natural increase, 
is there was very little immigration. For the Commonwealth of 
Australia the excess of immigrants over emigrants was only 250,- 
790, of which number 207,816 were added in the years 1911 to 
1913; and in Victoria there was an excess of emigrants over immi- 
grants of 60,929." These facts, together with the remoteness of 
New Zealand and Australia from the rest of the world, and the in- 
fluence of their protective tariffs, throw much light upon the suc- 
cess of minimum wage legislation in those countries. 

A notable feature of Australian awards and determinations is 


8 Official Year Book of the Commonwealth of Australia, No. 8, 1915, p. 914. 
New Zealand Official Year Book, 1914, p. 710. 
New Zealand Official Year Book, 1915, p. 393 
10 Ibid., p. 355. 
11 Oficial Year Book of Australia, 1915, p. 101. 
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itions show that prices ol 


ind rent in Auckland, Wellington, ind Dunedin increased on 


ii 
> 


erage 16.5 per cent from 1895 to 1907, and by 24.1 per 


Later and more careful investig 


from 1895 to 1913,"° but no corresponding statistics of wages 


tilable. 
fie followin tables show the vari itions in no nin il and effective 
es in Australia from 1901 to 1914.° 
rations IN Nominat Wace Inpex NUMBERS IN DIFFERENT STATES, 
1901 vo 1914 


Ith in 1911 L000) 


eral Re ) 1108 oo 
Wages Boards 
CSUN 1008 
{ W ages 
) Boards, 18% 
Industria 
( nd i 
04 Boards. 1908 
slan ( Arb. ¢ 
} 
) f Ar ( t 
1912 
| { ) Wages 
) Board 1910 
) 240 { ATI irt 
j 1904 
te-—The figuré the above table are comparable both horizontally and 
ally. 


VARIATIONS IN ErrecrivE WAGES IN Eacu Srate AND CoMMONWEALTH, 


Wa 7 922) 924) 909 

941! 980, 981/1037| 981}1007) 964 

land 1081, 111: 1095) 1090) 1082 1060} 1045 

Australia 948 960! 911! 943] 957| 906] 947] 929 

\ 1024 ) 1068 | 1060)1081 1091/1023! 1032) 1076 107 

{) 174 9&5) 1000 Q55 Q7 


Note-—KEach of the years in which effective wages declined—1908, 1912 and 
1914—were vears of severe drought, ¥ hen there was a rapid increase in cost 


f living. 


18 Year Book, 1908, p. 539. 
Report of C mmission on the ¢ 
Zealand Official Year Book, 1915, p. 750. 
Official Year Book of Australia, 1915, pp. 1003-1011 


t of Living in New Zealand, 1912. New 
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It is interé ficures with index numbers of 
real wages in t | England prepared by ILM 
Rubinow nd I 
\ Index of Real Wa 
re in England2 
§ 
| 100.9 
97.9 
96.3 
A904 93.3 
92.5 
94.3 
190% 94.3 
L905 87.4 
1909 87.0 
1910 90.4 
94.3 
94.3 


s-1915 were prepared by Pro 


M. Ru I Wages,” The American ] 
nomic Re 1913 


fessor Minnie 1 used by Dr. Rubinow. 

2 Frances W tical Society, Vol. 72, p. 103; 
Vol. 77, p. 37 

| In compat of figures with one another, 
+ one is tempt cal regulation in Australia, al 
4 though it has very little, if at all, has at least 
ie tended to n p pace with the rising cost. of 
i living; wher 5 s and England they hav 


lagged behind ywever probable it may be, is 
far from certa yw how much weight to allow 
to the growt! scarcity of labor, and other 
important fact 


It is gene sweating has practically disap- 
5 


peared in Aus New Zealand during the period of legal 
regulation, but t be attributed solely to the work 
of the courts trial conditions were abnormal in 


the middle ni perity came, sweating and othe 


symptoms of ] lisappear. But there is still much 
poverty, and f sweating and kindred evils might 

21 A. C. Pigou, | Part III, Chaps. 7, 12. “The Principle 
of the Minimu Mar h, 1913. 
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be expected from time to time were it not for legal regulation. 
As late as the year 1908, which was a year of drought, it 
found that in the workrooms in the Sidney district no less 
514 girls were in receipt of less than 4s. a week; but this was pro 
hibited by the Minimum Wage Act of that year. 

The fixing of minimum wages seems to have reduced the number 
of home workers in Victoria, at first. Hammond attributes this 
in part to the fact that piece-work rates were fixed on a basis 
higher than the time rates ip 


factories.“’ ‘The improvement of 
methods of production in factories has, of course, the same tend 
ency. On the other hand, the fixing of high time rates for fac 
tories should encourage home work. According to the New Zea 
land Year Book, sweating has almost disappeared through th« 
restriction of subcontracts.** Again, the number of outworkers 
not necessarily sweated workers—has increased in Victoria in 
recent years.” ‘This may have been due in part to the scarcity of 
factory workers, and in part to a stricter enforcement of the law 
providing for the registration of outworkers. 

There is general agreement among investigators that more o1 
less displacement of labor has frequently followed advances in 
wages, although not to the extent that had been expected, and in 
almost every case the decline was only temporary. Mr. Collier 
says: “After the period of adjustment, industry pursued its 
normal course. This is partially accounted for by the fact that 
the labor market, especially for skilled workers, has been quit 
active in recent years.” 

Numerous instances might be cited in confirmation of the for 
going statements. After the boot trade award of 1898 in Vic 
toria, one manufacturer stated that he had dispensed with 70 o1 
80 hands out of a staff of 280, and others made similar com 
plaints, and even the chief Factory Inspector admitted that tl 
minimum had been placed too high.*‘ A determination by the 
Hairdressing Board of Victoria had the effect of closing some of 


the smaller shops and throwing 70 men out of employment.** On 


2 Official Year Book of Australia, 1915, p. 924. 

23 Hammond, “Wages Boards in Australia,” Quarterly Journal of Eco 
nomics, Vol. XIX, p. 569. 

24 New Zealand Official Year Book, 1914, p. 710 

25 P. S. Collier, Minimum Wage Legislation in Australasia 

26 Collier, op. cit., p. 2245. 

27 Hammond, op. cit., p. 585. 

28 [bid., p. 603. 
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The board fixed both minimum time rates and minimum piece 
rates. ‘The minimum time rates were fixed at 21d. per hour for 
hand-hammered chain, the women’s section, and 5d. to 7d. per 
hour for dollied or tommied chain, the men’s section. The increase 
in minimum piece rates varied from 9.9 per cent in one grade of 
chain to 68 per cent in another, the average of the median in 
creases being 35.04 per cent.*° Mr. Tawney states that both 
men and women have at certain times in the past been paid on a 
higher list than that fixed by the board.*® There has evidently 
been a good deal of evasion of the determinations, and the increas« 
in earnings appears to have been due as much to the increased 
volume of work as to the minimum rates. Weekly earnings hav 
increased considerably, the mode for women being between 5s. and 
7s. in 1913, as compared with 4s. and 5s. in 1910. 

The poverty of the workers before the determinations must, on 
would think, have interfered seriously with their efficiency. As 
one worker said: “One cannot make chain on bread and tea.” 
Still, the evidence seems to show that the laborers work more 
slowly when they are better paid, although they make a better 
quality of chain. There is no “speeding up,” or other improve 
ment in organization, as most of the work is done outside of fac- 
tories, and machinery is little used. 

In this trade wages form a large proportion of the cost of pro 
duction. Prices have been raised from 23 per cent to 41 per cent, 
although the actual increase is not equal to this, as the quality 
has improved. The demand for chain has been so active that the 
manufacturers have had little trouble in shifting the burden to the 
consumers. 

There has been no decrease in the number of workers. On the 
contrary, there has been more employment than at any previous 
time. The only people injured have been the middlemen, some of 
whom were parasitic subcontractors, whose work consisted chiefly 
in beating down wages. These have been largely eliminated, while 
the position of the useful shop-owners has been weakened. 

The purpose of the determinations, however, was not to preserve 
the middlemen, but to raise the standard of life of the worst paid 
sections of workers. Mr. Tawney says: “What exactly the ef 
fect of the Trade Board will be in a time of bad trade, it is, as 
yet, too soon to determine.”™ 

88 Tbid., p. 74. 

89 Tawney, op. cit., p. 65 

40 Tawney, op. cit., pp. 70, 104. 
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has probably been some decline in quality, and here 
dence that England’s exports of clothing are falling off. 


As in the chain-maki business, the increased cost 


Dusimess Has Deen irda on th ieast efficient employers 


the firms paying the lowest rates of wages have lost part 


trade, and SON of the subcontractors have had thei pr fi 


duced.’*** There has been a tendency toward “speedin 


ward a more careful training of workers and improvement 
cesses and equipment.*” In some cases this has gone s 


put an undue strain upon the workers, who are threa 


dismissal if they do not earn the minimum. Mr. ‘Tawney 


“So great are the opportunities for skilful organizati 


by most modern machine industries, so much are they 


when employers can pay any wage they please 


please, and so pr 


the effects of the erection of a standard to which tl ey must 


form, that the establishment of minimum rates has been fi 


at least in the tailoring industry, by a general increase of 
both among work rs and manufacturers.” 
In regard to the dismissal of workers the experience of 


has been repeated in England. Certain workers have 


missed, on th ground that t] ey wert not worth the mi 
the number was not large and many of those at first d 
gained work almost imm diately. There has be ! ( 
tion in the number of home-workers, usually middle-ag 
women, of whom about two-thirds are married, on 
and the rest widows. 

As in Australia, the fixing of minimum wages t 


courage the employment of adult apprentices, as they 
ceive the full minimum after twelve months’ learnership 
also to discourage the employment of learners betwee 
and eighteen, as they must be paid minima varying wit] 
experience. The minimum, then, appears to discrimin 
against two classes of workers—the learners at one er 
age scale and the old and slow workers at the other 
are most protected, therefore, aré those who are b 
care of themselves. 

As in the chain-making trade, the experiment ii 

47 Tbid., p. 105. 

48 Tbid., p. 254. 

‘9 Ibid., p. 142. 

50 Jbid., p. 160 

1 Ibid., 254. 
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prices. Mr. Ss a whole has 
been exces p ionally e months, and its 
prosperity has not hment of minimum 
rates by the Ty s to fall off there 
will, no a¢ ubt, be 

The experience « nimum wage legisla 
tion is of the first i iture action, but it 
has been too r question Mini 
mum wage laws ha es, but only Massa 
chusetts, Oregon, iny serious attempt 
to put the Vict 

In Oregon, the stores were fixed at 
$6 for girls unde 1 adult women, $9.25 
for experienced ad , and $8.25 for experi 
enced adult women ( As a result of this 
the wages of a co t women and of girls 
were raised to the ge weekly wages in the 
40 retail stores inves ligl tly from $9.92 to 
$10.33—and_ the J of adult experienced 
women increased st ) $11.85. 

During the same ] \ , 1913, to March and 
April, 1914—the t perienced women em 
ployed in the 40 st 21 per cent im actual 
numbers, but only 1 full-time numbers; and 
the number of a reased by about 10 
per cent im actual a ent full-time numbers: 
while the number ased by about 16 
per cent in actual n possible full-time 
numbers. It she vever, that Oregon, as 
well as the whole P fering from a severe busi 
ness depre Sssi0on in é fact that sales decreased 
by 8 per cent whil workers of all classes 
decreased by 11 p re probably would have 

2 Ibid., p. 167 

Report of Alex M um Wage Commission 
The National Civic I 

“Minimum Wage | t ind Foreign Countries.” 
Bulletin of the Bure Washington, 1915), p. 31. 

i“Effect of Mini Oregon,” Bulletin of the 
Bureau of L r Sta 15), pp. 18, 22 


86 Ibid., p. 37 
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been much dismissal of workers without th inimum wage dete1 
minations. 

While there was no marked displacement of women by men in 
he Portland stores, where business decreased the number of men 
lecreased less than the number of women; and where business in 
creased there was a greater increase among men than women. 
(here was also a tendency to employ girls under eighteen instead 
of adult inexperienced women, and girls of sixteen were preferred, 
s they might work for two years at $6 a week. There was also 


yme tendency for women to c!] fter 


nge their occupations after on 
year, in order to be classed as inexperienced workers for another 
year. 

The employers as a whole do not seem to have had any serious 
complaint to make. The 5 cut down their force more than the 
volume of their sales and retained their most efficient workers: 
ind while they were obliged to raise the wages of some of their 
women workers, they seem to have made up for that by demanding 

re service of all. Their total labor cost increased on the aver 
ge by only 3 mills per dollar of sales. 

The experience of Washington has, apparently, been very simi 
lar to that of Oregon. Minimum wages have been fixed at $9 for 
xperienced women workers in laundries, telephone service, hotels 
ind restaurants at $8.90 in manufactures, and $10 in mercantile 
industries and general office occupations. ‘There is a flat wage of 
$6 for all minors, and a provision for apprenticeship licenses and 
icenses for defective or crippled workers, pt rmitting them 
work for less than the minima.’ 

There has been some dismissal of inexperienced workers, bul 
ss than one would expect, considering the high rates and the di 
pressed condition of business. Of course, the standard of wages 
is higher on the Pacific Coast than in the eastern states. Then, 
too, the Pacific states are similar to Australia and New Zealand 
in that they are remote from the great centers of popul ition and 
lead an industrial life of their own, largely protected from out 
side competition. There are, in fact. two classes of industries: 
those which, like laundries and hotels, are effected slightly, if at 
ll, by outside competition; and another class, like the manufac 


7 Ibid., pp. 12, 38. 
58 Ibid., pp. 8, 16, 23, 40, 46. 
Tbhid., pp. 16, 68. 
60 State of Washington, First Biennial Report of the Industrial Welfare 
Commission (Olympia, 1915). 
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The experience of Massachusetts, when it has been thoroughly 
observed and analyzed, should throw more light on the minimum 
wage question from our point of view than that of any other state 
or country that has tried the experiment. Decrees have been 
made for the brush industry (1913), confectionery, and laundries 
(1914), retail stores, corset industry, and paper box industry 
(1915), and women’s clothing industry (1916).°° 

The decree for the brush making industry, which became ef 
fective on August 15, 1914, fixed a minimum of 1515 cents an hour 
for all experienced females, whether adults or minors, and a rate for 
learners of 65 per cent of the minimum, the period of apprentic 
ship to be not over one year. Reports of the success of the regula 
tion are very conflicting. The report of the commission states 
that the decree has worked fairly well, but admits that the in 
dustry suffered at first because of the disturbance created by the 
war and because of the failure of the European supply of bristles. 
When the supply of bristles had been restored, the general business 
depression injuriously affected the demand for brushes. How 
ever, the industry revived in the spring of 1915, and by June it 
had regained normal conditions. The increase in wages has been 
large; the capital invested and the value of the products hav 
ncreased; the employment of women has not given way to that 
of men: nor has the minimum tended to become the maximum. 
From 1918 to 1915 there was no reduction in the number of 
female workers, but the number of male workers decreased from 
172 to 417. 

A pamphlet recently published by the Executive Committee of 
Merchants and Manufacturers of Massachusetts gives quite a dif 
ferent account of the effects of the decree on the brush industry. 
Mr. Lew C. Hill, President of the John L. Whiting-J. J. Adams 
Co., stated in January, 1916, that the number of women and 
minor workers employed by their firm declined from 397 in Sep 
tember, 1913, to 202 in September, 1915, and that there was also 
a decrease in men workers, involving a total loss in one week’s 
wages of $1237.76. Mr. Hill stated further that the manufac 
ture of lowest-priced and many medium-priced brushes, which 
are the kind most largely used, had stopped in Massachusetts, 


62 State of New York, Third Report of the Factory Investigating Commis- 
sion (1914), p. 304, 

63 Report of the Minimum Wage Commission, Boston, 1916. “Effect of the 
Minimum Wage Decree on the Brush Industry in Massachusetts,” Bulletin 
No. 7, Minimum Wage Commission (Boston, 1915). 
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wages.” In such a case the action of a labor union, in forcing 
wages up to the normal, might benefit the laborers directly con 
cerned, by merely taking up the slack, without any reduction in 
thie volume of business or any increase of prices to the consumers. 
Similarly, the action of the state, through wages boards or arbi 
tration courts, might have the same effect. Here we have a sub 
stitute for unionism, the state acting as selling agent for labor, 

pecially unorganized labor, and trying to sell that labor at it 
full market value. Of course, in a time of falling prices, actual 

iges might be considerably above the normal, and it might be 
necessary for the state to fix maximum instead of minimum wages. 
It may be such a consideration as this, among others, which led Mr. 
Gompers to say, in regard to the minimum wage proposal: “I fear 
he Greeks, even when they bring gifts.” 

Another explanation of the slight dismissal of workers follow 
ing advances in wages may be found in the fact that the demand 
for labor is often quite inelastic. This may be due to inelasticity 
of demand for the products of labor, as in the case of coal and 


nilk, or to inelasticity of the demand for labor itself, because of 


the necessities of the employers, as in the case of agricultural 
labor in time of harvest. In the former case any considerable ad 
vance in wages would probably be shifted to the consumers; in 

e latter case there might be no advance in prices, as all of th 
burden might be borne by the employer or shifted backward to 
the farmer and the landowner. In either case there might be a 
considerable increase in wages without much dismissal of labor, 
ilthough in the long run the demand for labor might fall off, o1 
expand more slowly than it should. 

Closely connected with this explanation is the fact that mini 
mum wage legislation in Australia and New Zealand has bee: 
tried in a time of expanding trade and rising prices, when th« 
demand for labor was increasing more rapidly than the supply 
Then, too, the advances in wages have usually been very moderate, 
ind in some cases the current rates of wages have advanced beyond 
the minima granted by the boards and courts. Similarly, in 
the chain-making and tailoring industries of Great Britain, th 
success of the determinations has been largely due to the pros 
perity of these industries. The experiment in these countries has 
been tried under the most favorable circumstances, and it remains 
to be seen whether it will stand the test of a prolonged industrial 
depression or a time of falling prices. 


laussig, Principles of Economics, Vol. I, p. 305. 
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vel in unregulated industries and states. Only by fixing minima 


ll industries and in all parts of the country could the effects on 


ficiency be brought to light. On general principles one would 


nk that a scale of wages based on units of efficiency running 
1 some low to some high point, with suitable provision for pro 


ion, would do more to encourage efficiency than a high mini 


offering the simple alternative of wages or no wages. 
| ( employe rs. too, in these time S of progress and keen compe 
tion, are already under a heavy strain, and it is a question 


ether a new stimulus will goad them to further effort or forc: 
1 out of the game. <As Taussig says: “The proposition that 
eavier burdens necessarily develop greater strength is highly 
putable.”*’ At any rate, the marginal employer, as all admit, 
inable to keep up the pace, and business tends to be concen- 
ed in the hands of the more efficient firms. This shows that 
ncerease in the workers’ efficiency is frequently not equal to 

r increase in wages, and that the added burden, when it is not 
ifted to the consumers, falls on the more efficient employers, 
nce they alone survive. This is not to say that the more efficient 


ployers will pay the workers more than they are worth, but 


v that they will make less profit than they did before. 
While the minimum wage has not produced in any country thi 
strous consequences predicted on merely theoretical grounds, 


re can be no doubt, in view of all the evidence, that in itself, 


her things being equal, it does tend to limit marginal applica 
ms of labor and to cause the dismissal of the least efficient 
rkers, and that the higher the minimum is fixed the strong 
es this tendency become. The fact that other things are nm 


qual, and that some beneficial tendencies may be set in operation 


the minimum wage, does not wholly counteract its dangerou 


ndeney, which, under less favorable conditions, might do mori 
m than good to the very persons who most need its help. 
Probably the best result of the minimum wage movement is { 


is called the attention of all concerned to the need of effici ney 


at 


n the part of both employers and employees, and on the best 
thods of improvement in this respect. Whether we like it or 
ot, employe rs pay wages not according to need but according to 
rvice, and if the demand for labor is to go on increasing, there 


must be a minimum of service rendered for a minimum wage. Th« 


“Minimum Wag r Women,” (uarterly Journal of Econom 
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SOME PHASES OF THE MINIMUM WAGE—DISCUSSION 


\. B. Wo.re.—Professor Le Rossignol comes to a reasonable and 
itisfactory conclusion with regard to the duty of society persistently 
» experiment with minimum wage legislation. His conclusion is 

d partly upon theoretical considerations, partly upon an admirabl 
lysis of the actual working of minimum wage systems. I think, 
wever, that we can not as yet place any great weight on experience 


e area of experiment and the period of our experience are both too 
ill to afford ground at all certain for inductive judgment as to 
long run and permanent effectiveness of such laws. The idea 
in not be given a fair try-out by piecemeal legislation or by ten 
rizing wage-boards arriving at compromise awards, but neither w 


problem approach solution if left to a neo-classical theory which 


effect perpetuates the old laiss aire, do-nothing negativism I{ 
ence is as vet an unsafe guide. and if consequently we have to 

ipplement it by an appeal to deductive analysis, we must in so doing 


rive to be th roughly cri cal of our premises as well as of our logica 
rocesses. Nor will cold logic alone get us anywhere. Economists 
ive made no greater mistake than to accept the idea that econom 
inalysis and ethical idealism are to be rigidly divorced. Professor 
LeRossignol says, as many have said before him, that employers pay 
na basis of product, not of needs. It has become a theoretical con 


ition to assume that we can not go bevond this seemingly adaman 


ne fact. Sut after all, the impulse behind economics today is an 
thical motive. The proble m of wages, and of minimum wages in 
irticular. comes down to the question, Are we, everybody, is con 
rs going to be willing to pay our way; and if so, can a way be 
found by which we shall have to pay it, despite our natural propensit 
» accept a gr od or a service at a low price because “it gives employ 
ent to the poor’? By a little more attention to “needs” and a littl 


s to hypothetical marginal products it is perhaps poss ble that we 
night not only arrive at a truer theory of distribution in general than 
we have yet attained, but that we might also throw needed light on 
the natural limits to the effectiveness of minimum wage legislation. 

The conception of what Professor Le Rossignol calls the normal 
wage, as well as practically all our analysis of general wages, pro 
ceeds upon the assumption of a fixe 1 minimum below which the in 


erest rate and the general level of profits ean not fall. without re 


ducing the amount of capital and discouraging business activity. This 
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there 1s a large volume of Savings at the margin.” He admits that 


the rate in the future is likely to be affected by the very fact of larg 
iccumulation, but thinks the experience of the last few generations 

licates that the rate will not sink below about 2 per cent, 

This argument from experience 1s inadequate and unconvincing. 

It does not take sufficient account of the fact that the last 150 vw: 
ive been a period of marvelous industrial and territorial expansion 


ind that only this expansion, world-wide 


irs 


in extent, has kept the de 
ind for capital up to a point which could maintain the interest rat 
or 3 per cent in the face of unparalleled increase in saving 

en so, it may not be amiss to point out how strenuous have been 
he efforts of investors to find outlet for their surplus funds in foreign 

intries, efforts which certainly played no secondary role in the 
causation of the present world war. 

Moreover, there is insufficient consideration of the influence of th: 
concentration of we 


Ith, and the fact that ever larger and larger 


unts are saved and seek investment simply because their owners 


not know what else to do with them Nor 


possible influence of the psychology of habit. It 


s account taken of the 


is almost second 


iture with the business man, and with many others, to save, and 
we have no evidence which accurately measures the effect of chang 
+} 


1 the interest rate on his saving. There may be a large volume of 


vings on the margin, but the volume of 


f intramarginal saving, and the 
ount of savers’ surplus, must be incomparably larger. It is at 


ist possible that by lowering the interest rate, and paying higher 
wages, Wwe may slice off for SO it ty 1 considerable part ot the I 

iense lump of savers’ surplus, and at the same time secure addition 
to savings from workingmen’s families now too poor to save without 
terially reducing the total amount of savings. The idea that th 
nterest rate can not be lowered without reducing capital-equipment 
nd therefore lowering the demand for tabor, needs a critical re¢ 
nalvsis For the creat bulk of savings, it is probable that the supply 
urve would show great elasticitv. and consequently that a material 
lowering of the interest rate may t ike place without cutting off mor 
han a negligible quantity of capital 


Turning now to labor supplv. the idea that standard minimum 


wages would stimulate further overgrowth of population is not well 


l 


founded One way to reduce the birth rate is to raise the standard 
ff living. and the only wav to do that is to raise wages. Taussig, 
rging on the one hand the ‘‘numbers” ob}e ction, implies that the 


Principles Vol. IT, pp. 26, 27. 
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under which a given piece of legislation has to operate are quite 
mportant as the nature of the legislation itself. If universal minimum 


wage legislation, effective ly enforced, should prove the existence of a 


ibor supply greater than existing ¢ ipital and natural resources can 
)] ry ata living wage, then there would be no other remed\ thar 
reduce the labor supply. But until we put such legislation int 


eration in all the states, we can not know that the real reason fo 


yw wages is a redundant labor supply, and not merely traditional an 


ventional standards as to what constitutes a fair rate of interest ar 


[f industry, when the disturbing elements of change in our high] 
amie era are somewhat subsided. cannot support its workers 
decent standard of living, one which will keep a real soul and a 
healthy body together for the normal span of human life, and on 
ich will afford an education somewhert nearly sufficient for tl 


velopment of real citizens for a real democracy, then it stands con 


d at the bar of ethics, for in spite of all the material advan 
have made, we shall have demonstrated our failure to bring a certain 
1 lasting improvement in the life of the masses, and to found 
l and social democr cv upon a vast but hollow, material pro 
capacity 
Ropert L. Haut In discussing the question of wages regulated b 
we are often brought to face the question, already suggested by 
ne of the speakers this morning. of what we are going to do in ca 
ie workmen refuse to obey an adverse ruling. Are we going to fo 
to continue working against their wills? Is not such compuls 


ork slavery? The question seems to imply a general pring iple wh 
inv of us have in the backs of our minds and which may as well | 
rought out into the open—a principle, namely, that there is s¢ 


of an essential difference between a law which compels one to d 


me positive work and a law which merely forbids one to d pra 
finite act. Yet a little reflection shows that there no such real 
difference. To be prohibited from doing some things—such as eatin 


would be far more irksome than to be ordered to do other things 


To be prohibited from eating except on condition of performing certain 
. ] 

work is in practice equivalent to being ordered more directly to do 

at work. That is precisely what our law of property loes to the 


ropertvless man: it forbids him to do those things without whic! 


it eat unle S h ( I ret th consent of some wners of food or 


of owners of land on which he can produce his own food, and it does 
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through the last named method. If any class of workmen for whos 
ervices there is a continuous need are permitted to cease work 


iltaneously, there is obviously a possibility of their getting more, 


by reason of the temporary exigency, than they can possibly continue 
get without injuring other compulsory workers more than they them 


es are benefited. Just what the limit is it is difficult to define 


ted, and if wage boards can 


i Satisi ictory definition can be ado] 


e as so defined, and if a suitabl 


be trusted to ascertain th proper wa 


eans of enforcement can be found, then a law forbidding strikes in 


continuous industries would deprive the workers only of a power to 


et more than they ought to get under the circumstances. If these 


conditions cannot be satisfied, an anti-strike law may conceivably) 


to get 


deprive them of a power to get what they ought to be allowed 


lt will not in any case transform a previous state of liberty into one 


H 

lavery The difhleult th ng is to agres upon what th \ ought i 
be allowed. | 
il \. Ryan The friends of minimum w ig legislption ought to | 


itisfied with Professor Le Rossignol’s paper; for it is much mor 


favorable to the project than inything that could have come from a 
nan holding his point of view ten years ago. With some shifting of 
emphasis, I could accept most of what he says. I am glad that Pro 


fessor Wolfe has called attention to the similarity between Professor 


laussig’s criticism of the minimum wage principle and the old wage 


und doctrine. For, if it be true that the minimum wage is likely to 


prove ineffective simply because the consumers will get most of the 


benefit of increased production, then the situation would be substantially 
the same as that imagined by the classical economists: the amount of 
product available for wage pavments would be rather rigidly limited. 


oO prove it. 


Perhaps this assumption is correct, but some attempt ought to be mad 
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Professor E. L. Bogart presented the following report fro 


Committee on Resolutions: 


The American Economic Association desires to xpress its warm 
of the hospitality extended to its members by many ind 


ganizations, which has helped so materially toward making the Twer 


Annual Meeting a great 
Especially it wishes to rec d it snowledgement of the unt 
lly succes ful efforts of the Committee on Le | Arrangements, 
the many courtesies extended during 1 souren of the ux 
Ohio State University, the Athletic Club of Columbus, the Chamber 
and the Social W orker of Columbu [lo this end it err 
Secretary to transmit to each of these a ns a copy of tl ; 
é d it in the minutes of the A 
i 


[ pon motion of Professor F. A. Fetter it was voted to i 
Secretary to prepare and publish a direc ory of the teachers 
mies who are members of the Association. 


Upon motion of the Secretary the Executive Committee was 


ed to consider and report upon the possible general reorgan 


of the American Economie Association so as to provid for 
codperation with other societies with allied interests. 


Upon motion of Professor B. H. Hibbard the President 


wa 


d to appoint a committee upon land lonization 
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Reports 


ment of some of the Association's funds: Messrs. R. W. Babson, S. B 
Pearmain, W. Z. Ripley. 


The changes in our list of members and subscribers are as follows: 


New members added . 266 
New subscribers added ; 3 
Total additions 319 
Members removed for lack of address 6 
Members dropped for non-payment of dues... 72 
Subscriptions discontinued 
Deaths 
Net gain . +7 
Our members and subscribers now number 2489. This is the first 


ir since our annual dues were increased from three dollars to fi 
n which there has been a net gain in our membership. Now that our 
olls have been pruned of the names of most of those who are not 
sufficiently interested in our work to continue to pay the increased 
innual dues it is to be hoped that each successive year may show 
some increase in our membership. With the continued help of thos: 
of our members who are actively interested in our work a period of 


steady growth in numbers and influence now seems possible. During 


ie past year an especial effort has been made to increase the number 
of life members. 

The Secretary regrets that he has to report the deaths of the mem 
bers whose names follow: 


ALLen, F. Lippy, CHar.es F. 


l'ereuson, Ricuarp H. Low, Setu (Life Member) 
Garpy, R. Lasker, Morris 

Gorton, ADELOos LymMan, Artuur T. 

Gray, JoHn C. Me tivs, Greorce E. 
GARRARD, JEPHTHAH NeviILLeE, Georce W. 
Hewitt, C. M. ScHWAB, JOHN CHRISTOPHER 
Hitz, James J. (Life Member) SymMEs, Frank J. 

Hoxir, Roper F. VaILe, F 

KePPLer, THEODORE L. Lovist 


Leroy-Beauuiev, Pavut (Honor- 
iry Member) 
Respectfully submitted. 
Auttyn A. Youn: 
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REPORT OF TH] AUDITING COMMITTE] 


Ithaca, N Y., December 


lo the American Economic Association 
An audit in detail of the ac unts Of the Secretary-T) rer 
\ssociation, for the fiscal vear ended December 19. 1916, | { 
le by issistants unde r the direction ot your committe ‘| ( 
inving statement of income and outgo, balance sheet, and xhib 
charges and credits to surplus, are in our opinion correct, and y 
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PORT OF THE MANAGING EDITOR OF THE AMERICAN 
ECONOMIC REVIEW FOR THE YEAR ENDING 
DECEMBER, 1916 


the past year there have been no marked changes in th 

litorial management of the Review. The volume just finished has 
mately the same mount of printed matter as its immediate 

ssor, 1024 pages as compared with 1003 in 1915. ‘The cost of 

ng the journal has slightly increased owing to the advance in the 

f paper. ‘The total cost for the year is $7694.06, divided into 


il items as follows: 


BOOTY GE 1500.00 
Payments to contributors. 1423.00 
Clerical assistance 1173.93 
Supplies .. $839.86 


$7694.06 
lf the price of paper had remained at the figure prevailing during 
ew years, the printing cost would have been $190.91 less. 
higher price prevails during the coming year, it is probable 
the cost of the journal will be increased by $500. This will have 
t either by a larger appropriation, or by the introduction of 
n economies and a reduction of the amount printed. 

he following have St rved as the board of editors: Professor | A 

ter and Professor H. E. Mills, whose terms expire this year; 
Professor Clive Day and Professor H. J. Davenport, whose terms 

re in 1917; and Professor T. W. Page and Dr. J. L. Coulter 
whose terms expire in 1918. 

In abstracting of periodical articles on Theory, Professor A. N. 
Young, of Princeton University, has coéperated with Professor W. M. 
\driance. Professor D. C. Barrett, who for more than three years 
is covered the field of Money and Banking with gratifying thorough 
ness and discrimination, is now obliged to discontinue the work, and 
Professor C. A. Phillips, of Dartmouth College, has kindly consented 
) assume it. 

\ppended are comparative tables showing the distribution of con- 
ents and the cost by principal items, in continuation of tables given 
in reports for preceding years. 

Davis R. Dewey, 
Maneging Editor. 
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~EPORT OF COMMITTEE ON PRIZE MONOGRAPHS 


| committe ippointed it the last annual meeting to consider the 
bility of the publication by the Association of an annual or o¢ 

11 prize monograph reports as follows: 
‘der to ascertain the trend of opinion among at tive embers of 
Association, a circular letter was sent to about forty present and 
ificers of the Association, and their opinion was isked re 


g three suggestions: first, that a prize monograph be published 


iggested in the plan proposed at the last meeting; second, that 


a 
rraph without a prize be published annually or at reasonabl 
nt intervals on some subject in economic theory or close ly co 
1 with economic theory; third, that any additional funds at the 
il of the Association be used for the enlargement of the Review 

[hese three suggestions were put before the persons to whom the 


ir letter was sent in order that they might express their opinion 


vy upon the original proposal, but upon possible alternat 


Your committee regrets to report that there was no consensus of 
pinion, and not even an approach to general agreement On the 
prize monograph proposal it appeared that at least half were disi: 


clined to accept it, a considerable proportion non-commit! il, 


ind 
very small number clearly in favor. As regards choice betwe 
three possibilities, there was again no consensus of opinion U por 
he whole, the use of available funds for enlargement of t Review 
emed to meet with most favor 
The committee has further conferred with the Treasurer, and ha 


ertained from him that, judging from the experience in the last 


four years, the Association could devote a sum of not less than $500 


nor more than $1000 to some such purpose as has been indicated in the 


preceding statement. Your committee feels doubtful whether thi 
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ndified. The « 
sid s of the Associa 
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the suggestions r 


it issue’” was drawn up 
1 to some eighty members 
with request for furt! 

re finally sent out is in scope 


of opinion and may 


tain the wishes of the member 


v. not to send the question 


Association. 


The Secretary 0 


names of those who had regis 
1d added to this list the nan 


nterect d 


In June, 1916, th 


yns By August 160 had re 


who had not replied and 8 


1 replies from 245 persons, I: 


no inswers made. Th 
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Reports 293 


umé of answers is accordingly based on the 230 questionnaires which 


unswered in full or in part by December 5, 1916. 


were 
has been mimeographed and distributed so that de 


This resumé 
tailed comment by your committee is unnecessary. If the replies to the 


stionnaire fairly represent the attitude of our membership, dis 
tisfaction with our present program methods is not serious 
ips it is not serious because it is the general feeling among the 
rs that the chief purposes of the annual meetings are opportunities 


for person il contact and interchange of ideas. Nevertheless there is 


ificient dissatisfaction to justify our future program makers in g 


ng the matter serious consideration. By way of constructive sug 


gestions, the replies indicate marked preferences (1) for some sectional 


meetings, (2) for announcing some topics early in the year with a 
reneral invitation to contribute, (3) for giving more time to discussion 


with a large number participating In suc h discussion. } for reason 


rid adherence to time limits for both leading papers and d 


‘ 


1 
iv Yl 


ssions, and (5) for advanes public ation of le ading papers. 

\ member of the committee made a study of the methods of several 
ther associations. The desirable elements which he found in th 
ethods of these associations are: (1) preprinting of papers; ( 

ited time given to the authors of the papers, with a maximum time 


for general discussion; (3) sectional meetings, for a substantial part 


of the time: (4) control of programs in the hands of permanent com 


ittees; (5) combination of volunteer and solicited papers; (6) ade 


te opportunity for the author to reply, in print, to his critics. It 
be noted that with the exception of (4) and (6), which issues 
were not definitely raised in the questionnaire, this finding is in sub 
stantial agreement with the outstanding preferences voic 
inswers to the questionnaire. 

Your committee therefore finds as follows: 

1. On the basis of the replies to the questionnaire and the investi 
gation of the methods in use in other associations, we regard an im 
provement of our program methods practicable. 

2. We recommend that this report and the resumé of the answers to 
the questionnaire be made accessible in permanent form, in such man 
ner as seems wise to the Executive Committee of the Association, in 
order that (a) the data may be of service to future program makers; 
und that (b) the membership of the Association may have an oppor 
tunity to study the data and to take further action at a future meeting 
if it so desires. 

The committee asks the privilege of substituting these recommenda- 
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* Numbers starred a : an be obtained ir 


revised editi 


Price in paper 


1. Report of Orga \ssociation Pp. 46. $ .50 
2-3. *Relation of tl Gas Supply. By E. J. 
lame Py 
si 42 
4. Cooperati lina V rp. ro 75 
5. Cooperati 75 
6. *Relation of the H. C. Adams. Pp. 85. .75 
7 


1. Three Phases of t G. Warner. Pp. 119. .7 
2. Historical Sketch y T. K. Worthington. 
Pp. 100 


p. 75 
3. The Railway Qu Oo 75 
4. Early History of t y W. J. Ashley. Pp. 85. .75 
5 Mediaeval Guilds Qn Dy [1 75 
6. Relation of M Works. By H. C 
Adams and 75 


agg 

I otatistics in 1 Political Economy, 
by F. H., sions, by E. J. James 
Pp re 8) 

2. Capital and Its | p. 69 

3. The Manual La Mine Labor in the Hocking 


Valley, by | e Second Annual Meeting. 
Pp. 86 


4-5. ** Statistics a 1 Mayo-Smith. Pp. 127. 1.00 
6. The Stability of ( Pp. 64 75 
BRo 
1. Contributions to t \ - Theory of Wages, by Stuart 
Wood; Poss f Wages, by J. B. Clark. 
Pp. 69 75 
2. Socialism in Eng \ Pp. 73 75 
3. Road Legislation Jenks. Pp. 83. 75 
4. Third Annual Me Procee Pp. 123 75 
5. Malthus and Rica e S 


tudy of Statistics, by D. R. 
Dewey; Analy y, by W. W. Folwell. Pp. 60. 
6. An Honest Dolla ndrews. Pp. 50. 
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Publications of the American Economic Association 


Volume V, 1890 


The Industrial Transition in Japan. By Yeijiro Ono. Pp. 122. 
2. Two Essays on Child-Labor. By W. F. Willoughby and Clare de 
Graffenried. Pp. 150. 
3-4. Papers on the Canal Question. By E. J. James and L. M. Haupt. Pp. 8s. 
s. History of the New York Property Tax. By J. C. Schwab. Pp. 108 
The Educational Value of Political Economy. By S. N. Patten. Pp. 36 


Volume VI, 1891 


1-2. Fourth Annual Meeting: Reports, Papers, Discussions. 

. Government Forestry. Papers by Pinchot, Bowers, and Fernow. Pp. 102 
4-5. Municipal Ownership of Gas in the U. S. By E. W. Bemis. Pp. 185 

~ State Railroad Commissions. By F. C. Clark. Pp. 110 


w 


Volume VII, 1892 
1. * The Silver Situation in the United States. By F. W. Taussig. Pp. 118. 
2-3. **Shifting and Incidence of Taxation. By E. R. A. Seligman. Pp. 424 
(Revised). 
4-5. Sinking Funds. By Edward A. Ross. Pp. 106. 
6. The Reciprocity Treaty with Canada of 1854. By F. E. Haynes. Pp. 70 


Volume VIII, 1893 


1. Fifth Annual Meeting: Report of the Proceedings. Pp. 130. 

2-3, Housing of the Poor in American Cities. By M. T. Reynolds. Pp. 132. 
4-5. Public Assistance of the Poor in France. By E. G. Balch. Pp. 180. 

6, First Stages of the Tariff Policy of the U.S. By William Hill. Pp. 16a 


Volume IX, 1894 


Sixth Annual Meeting: Hand-Book and Report. Pp. 73. 
1-2. **Progressive Taxation in Theory and Practice. By Edwin R. A 
Seligman. Pp. 222. (See 1908, No. 4.) 
3. The Theory of Transportation. By C. H. Cooley. Pp. 148. 
4. Sir William Petty. By Wilson Lloyd Bevan. Pp. 102. 
5-6. Papers on Labor Problems. By J. B. Clark, C. D. Wright, D. R. Dewey, 
A. T. Hadley, and J. G. Brooks. Pp. 94. 


Volume X, 1895 


Seventh Annual Meeting: Hand-Book and Report. Pp. 138 
1-3. The Canadian Banking System, 1817-1890. By R. M. Breckenridge. 
Pp. 478. 
4. Poor Laws of Massachusetts and New York. By John Cummings. 
p. 136. 
5-6. Letters of Ricardo to McCulloch, 1816-1823. Edited by J. H. Hollander. 
Pp. 204. (Jn Cloth, $1.75.) 


Volume XI, 1896 
I-3. a Traits and Tendencies of the American Negro. By F. L. Hoffman. 
P. 330. 
4. —. and Interest. By Irving Fisher. Pp. 110 
*General Index ¢o Volumes J-XI (1886-18096). 
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Publications of the American Economic Association 


THIRD SERIES 
Nors.—During 1896-1899 the Association issued its publications in two series, viz.: the bi 
athly Economic Studies, and the “New Series” of larger monographs printed at irregular 
serwald In 1900 it reverted to the policy of issuing its monographs, now called the “Third 
series’’ of the publications, at quarterly intervals. 


Volume I, 1900 


velfth Annual Meeting Papers on Economic Theory and Political 
Morality; Trusts; Railroad Problems; Public Finance; Consumers’ 
League; Twelfth Census. Pp. 186 1.00 
e End of Villainage in England. By T. W. Page. Pp. 990 1.00 
Essays in Colonial Finance. By members of the Association. Pp. 303 1.50 
4 urrency and Banking in the Province of Massachusetts Bay. By 
A. McF. Davis. Part I: Currency. Pp. 464 + 19 photogravure 
plates. (Jn cloth $2.00.) 1.75 


Volume II, 1901 


] teenth ial Meeting Papers on Competition; Commercial Edu- 
cation; Economic Theory; Taxation of Quasi-public Corporations; 
Municipal Accounts. Pp. 300 1.25 

2 Currency and Banking. By A. McF. Davis. Part Il: Banking Pp. 

341 + 18 photogravure plates. (/n cloth $2.00.) 1.75 
3 Theory of Value hefore Adam Smith. By Hannah R. Sewall. Pp. 132. 1.00 
; Administration of City Finances in the U. S. By F. R. Clow. Pp. 144. 1.00 


Volume III, 1902 
Fourteenth Annual Meeting: Papers on International Trade; Industrial 
Policy; Public Finance; Protective Tariff; Negro Problem; Arbitra- 
tion of Labor Disputes; Porto Rican Finance; Economic History 
Pp. 400 1.50 
2. *The Negro in Africa and America. By Joseph A. Tillinghast. Pp. 240. 


(In cloth $1.50.) 1.25 
3. Taxation in New Hampshire. By M. H. Robinson. Pp. 232 1.25 
4. Rent in Modern Economic Theory. By Alvin S. Johnson. Pp. 136. 75 


Volume IV, 1903 
Fifteenth Annual Meeting: Papers and Discussions on Economics and 
Social Progress. Trade Unions and the Open Shop; Railway Regu- 
lation; Theory of Wages; Theory of Rent; Oriental Currency 


Problem. Pp. 208. 1.25 
2. Ethnic Factors in the Population of Boston. By F. A. Bushee. Pp. 171. 1.00 
3. History of Contract Labor in the Hawaiian Islands. By Katharine 
Coman. Pp. 74. 75 
4. The Income Tax in the Commonwealths of the United States. By Delos 
O. Kinsman. Pp. 134. 1.00 
Volume V, 1904 
Sixteenth Annual Meeting. Papers and Proceedings published in two parts. 
Part I—Papers and Discussions on Southern Agricultural and Industrial 
Problems; Social Aspects of Economic Law; Relations Between Rent 
and Interest. Pp. 240 1.00 
Southern Economic Problems. Reprinted from part I. .50 
Relations Between Rent and Interest. By Frank A. Fetter and others 
Reprinted from part 1. .50 


2. Part Il—Papers and Discussions on The Management of the Surplus 
Reserve; Theory of Loan Credit in Relation to Corporation Eco- 
nomics; State Taxation of Interstate Commerce; Trusts; Theory of 
Social Causation. 1.00 

Theory of Social Causation. By Frank H. Giddings and others. Reprinted 

from part 2. 
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Publications of the American Economic Association 


FIRST SERIES 


Any volume in paper, $4.00; in cloth, $5.00 for a single volume, $4.00 for each additional 
yolume ordered at the same time. Vol. XI, in paper, $2.00; in cloth, $2.50. 

Set of 11 volumes in cloth, with index, $41.00. 

* Numbers starred are sold only with the set; but those double starred can be obtained in 
revised edition. For information apply to the Secretary. 


Volume I, 1886 


Price in paper 
1. Report of Organization of the American Economic Association. Pp. 46. $ .50 
2-3. *Relation of the Modern Municipality to the Gas Supply. By E. J. 


James. Pp. 66 75 
4. Codperation in a Western City. 4 Albert Shaw. Pp. 106. 75 
5. Cooperation in New England. By E. W. Bemis. Pp. 136 75 


6. *Relation of the State to Industrial Action. By H. C. Adams. Pp. 85. .75 


Volume II, 1887 


1. Three Phases of Codperation in the West. By Amos G. Warner. Pp. 119. .75 
2. Historical Sketch of the Finances of Pennsylvania. By T. K. Worthington. 


Pp. 106. 75 
3. The Railway Question. By Edmund J. James. Pp. 68. 75 
4. Early History of the English Woolen Industry. By W. J. Ashley. Pp. 85. .75 
5. Mediaeval Guilds of England. By E. R. A. Seligman. Pp. 113. 75 
6. Relation of Modern Municipalities to Quasi-Public Works. By H. C. 

Adams and others. Pp. 87. 


Volume III, 1 


f we x in College, by C. D. Wright; Sociology and Political Economy, 
by ha Giddings; The Legal- Tender Decisions, by E. J. James. 
p. 


75 

2. Capital and Its Earnings. By John B. Clark. Pp. 60. 75 
3. The Manual Laboring Class, by F. A. Walker; Mine Labor in the Hocking 
Mage by E. W. Bemis; Report of the Second Annual Meeting. 

p. 86. 75 

4-5. ** Statistics and Economics. By Richmond Mayo-Smith, Pp. 127. 1.00 

6. The Stability of Prices. By Simon N. Patten. Pp. 64. 75 


Volume IV, 188 


1. Contributions to the Wages Question: The Theory of Wages, by Stuart 
Wood; Possibility of a Scientific Law of Wages, by J. B. Clark. 


Pp. 75 
Socialism in n England. By Sidney Webb. >? 75 
Road Legislation for the American State. rf SW. Jenks. Pp. 83. 75 
Third Annual Meeting: Report of the FAL Pp. 123. 75 


Malthus and Ricardo, by S. N. Patten; The Study of Statistics, by D. R. 
Dewey; Analysis in Political Economy, by W. W. Folwell. Pp. 60. 
An Honest Dollar. By E. Benjamin Andrews. Pp 50. 
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Publications of ; nomic Association 


1. The Industrial Transiti ro Ono. Pp. 122 1.00 
Two Essays on Child \ Willoughby and Clare de 
Graffenried. Pp 25 
3-4. Papers on the Canal Q es and L. M. Haupt. Pp. 8s. 1.00 
5. History of the New \ y J. C. Schwab. Pp. 108. 1,00 
6. The Educational Value y. By S. N. Patten. Pp. 36. .75 
89 
1-2. Fourth Annual Meeting rs, Dis ussions. 1.00 
3. Government Forestry wers, and Fernow. Pp. 102. .75 
4-5. Municipal Ownership W. Bemis, Pp. 185. 1.00 
6. State Railroad Commis ark Pp. 110. 75 
892 
1. * The Silver Situation ates. By F. W. Taussig. Pp. 118. 75 
2-3. **Shifting and Incid y E. R. A. Seligman. Pp. 424 
(Revised). 2.00 
4-5. Sinking Funds. By ! p. 106. 1.00 
6. The Reciprocity Trea 4. By F. E. Haynes. Pp. 70. .75 
1893 
1. Fifth Annual Meeting roceedings. Pp. 130. 75 
2-3. Housing of the Po p By M. T, Reynolds. Pp. 132. 1.00 
4-5. Public Assistance of e. By E.G. Balch, Pp. 180. 1.00 
6, First Stages of the Ta 5. By William Hill. Pp. 16a. 1.00 
894 
Sixth Annual Meeting sport Pp. 73 ; 
1-2. **Progressive Tax Practice. By Edwin R. A 
Seligman. Pp. 2: 1,00 
3. The Theory of Trans ey. Pp. 148. 75 
4. Sir William Petty. | an. Pp. 102, a 
5-6. Papers on Labor Pt rk, C. D. Wright, D. R. Dewey, 
A. T. Hadley, a 4 75 
895 
Seventh Annual M Report. Pp. 138. .50 
1-3. The Canadian Ba ox By R. M. Breckenridge. 
Pp. 478 1.50 
4. Poor Laws of Mas wy York. By John Cummings. 
Pp. 136 ; 75 
5-6. Letters of Ricard 23. Edited by J. H. Hollander. 
Pp. 204. (ln ¢ 1.25 
806 
1-3. Race Traits and 7 rican Negro. By F. L. Hoffman. 
Pp. 330 1.25 
4. Appreciation and I: sher. Pp. 110 J 
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and Interest. Pp. 240. 

Southern Economic Problems. Reprinted from part 1. 

Relations Between Rent and Interest. ‘By Frank A. Fetter and others. 
Reprinted from part 1. 

Part Ii—Papers and Discussions on The Management of the Surplus 
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Eighteenth Annual Meeting: Papers and Discussions on The Love of 
Wealth and the Public Service; Theory of Distribution; Govern- 
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